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Exhibit 1 



Sfhciat, Skrvick Staff: Itk Omc.ik, Mission AM' I'otkn tjai. 
phktarkii by ACTS :<.' :SS vm mknmai. UKmMi uk umuo.nai, commighiunkm* at 

CllAJU.OriMSVUJ.K, V1H0IMA NOVBMHKl* 1 AtSD 2, l!)72 

(r*^ni)i:NTiAi,i 

/. ttitrwlurlinh 

ItrrtiKiiixint! Uio riirld In legally ami |n-jn-t*rully protest, asscmhle, ami petition 
Ilic ciiwrmiierif i" inln»n*nl iit Mm frvrtUuu »« each t iti/.rn. Any jt»ntw »t thrse 
rights rctlects ;i chipping it way al fniulaincnlal principles regard inc rights, fn-e- 
ilr.nis, itml redress nf irricvancos. There art' those who readily condemn our pres- 
ent lav svsi aiifl would lear it down if lliey could. ruroiiMHialde demands 

arc bfinjr prrsenli'd In all levels of unvrnunenl as well as In private husiiiess. 

Ciiliko Mir violento and ri«ls of the si\i|rs. tin- parly sevenl irs have focused 
mi a more I lircatcnhu: roinhhiatinn of proles! s -md problems wliieh are sure la 
parry us well into (lie seventies— likely oscnlalins: in iufeiisity au<l fref|iH«iicy. 
WVli organized protest croups Imvp turned their atlenlioii away from the wind- 
hit: clown Viol ii War issues. 

To'lay they are concerned with fulure strategies directed at the economic 

slnieluie of this eoiiulry with particular phasis towards the Internal Itev- 

entit' Service, i.e., methods of f»u I ■ i lit taxes ihlo nllermitito funds | telephone 

ana income tax mmpayers feel it ilesirahlo lo have a "civilian filial", a "|h*:k-i* 
fund" or "alleruaiive fuiul" into which people con hi place their hchl-hack tax 
monies; how to react to IKS procedures threak down I he federal lax collection 
uiachiiicry and earnestly solicit minis lo Join in ihc effort I : and, einlorsiu^ 
legislation irnirli Mould le^ali-ic 'V«ii.* i« •» I huts tax ohjector >latns." 

i takes cotisideralile nnivok' Hot lo reco;j|ii/.e thai wo are tonlioiited With 
highly organized and well liiian-oii groups I tent on il'-stro,\in^ our Inrin of gov- 
i-rumcjit and Ihey are moving very carefully, step hy step, following well laid 
plans, 

I'rohuhly. tlit'ir nuuihcr oni* £«ml at IJlnjs pniii 1 . is |u erode, and eventually 
destroy, our entire lax system. 

//. Hurkyruumi on formation ami mixtion nf Sfuritil Si n ice Staff 

Information develo|icd during Ihe hearings of the Senate Commit lec on «ic»v- 
rriiiueiil Hpciai ions during August I!h;|i established that various controversial 
or«aiii/alions presented problems to I he Internal Revenue Service. These nrgn- 
ni/a lions categorized as exiivuiisls on lite riuhl or left were nol in couipliaiice 
with Internal Revenue laws. Information was also developed thai Individuals 
iu i lie forefront of these organizations (jleit lax n-Jnnts ronVclififf inmiimll hi- 
emne, or did not tilt' al all, although Ihey were uhvimislj expending .suhstanlial 
uaioiinls of funds. 

Tlic.se hearings clearly indicated a need for llu' Internal Revenue Service 
to actively enter into a compliance pro-rata directed toward lliese eMremisl. 
groups and their principals, who, hy l heir state*) altitudes and actions, could 
In! expccUd to ignore or willfully violate Federal lax slaiuies. 

Fund ionium under ihe Assistant Commissioner (Compliance), a s|n-cial com- 
pliance group was established in Auuiist IJHill to receive and analyze all avail- 
uhle iiiforinaiioti or orKani/.atioim ami individuals promoting extremist views 
and philosophies. The ideiilihcai if»a of or^ani/al tons and imliudnals included 
in t)ie proL-raiu was wjlhoiil regard to the phllo-ophy or pohti.al |Mis(nre in 
vdlvi'd : rather, it was iliire|»H| to the notoriety of Ihe iudividnal or oryaiiizalioti 

ami Uii' 'jrohahiliiy dial mihlirilv iniL'hi n-suli" ir iheir aciiviiirs ami Hie 

likelihooil that I his notoriety uonhj lead to iiiigtiiries re^anliiijr lln-ir lax *lams._ 
Anollier im]»ort:inl consideration was ihe decree of "prohahililjr thai the in- ] 
( ilividiiats iniglit deliherately avoiO Iheir las lesponsil.iiiin-. , 

Unison w as estahlishcd w ild I'citei ;i I juv est iiial I v e ami law ell f«m i-iuenl agen- 
cies (such as nil; Secrei Service, Army, .Navy, Military Inlclllijcuec, ami 

ltepartmenl of .iusilc, d with Senaie ami Ihrnse luM^ll^aiiii!: I' miMces. 

Hy use of pseudonyms and ' drop" hoves. radical, snhveisivc, I eMreiiiNl jtuh- 

licatioas were sul'scriheil to ami oiL-ani/.atioiis joined as a source of securing 
information on mailers Involving taxahle income of individuals, mlivilies of 
urjsnni/ailioiis having or seekim: tax cNempt status, aiul iilentily of individuals 
or exetnpi i*ri.'aiii/.alions providim: liuaiicial siipporl lo activist pinups. 

As another nmji>r part of its activilv, tiles are reviewed and information fur- 
nished u'xani/nlions ami their principals where exempt ori'iiat/al ion jieiimiM 

«r»» (M'uditiL'. Kiai.-oa «llh Technical helps to ensure thai no irioiiroiis li*i-J»- 
ideal advice or rulings are issued due lo lack of informal ion. 

Liaison was also estahtlshcil lo receive and/or disseminate informal ion u ilh 
Firearms, liitelli^em'e. Internal Security, Service t'euiers, (Mlicei.r I utci national 
Oporiilioiis, National Couiputer I'l'iiler, I'uhlic Information, and the Audit and 
Collect lop fum lions. _.' , . .. 



i Under criteria determined by the Committee in consultation with the Internal Revenue 
Service and the Federal Bureau of Investigation, certain materials have been deleted from 
these exhibits, some of which were previously classified to maintain the integrity of the 
internal operating procedures of the agencies involved, and to protect intelligence sources 
and methods. Further deletions were made with respect to protecting the privacy ot certain 
individuals and groups. These deletions do not change the material content of these 
exhibits. 

(39) 
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Marline with 77 lilcs. identified lev I lie ( 'oiicrcssinmil I'uniiniltrr, within less 
lliiin mm year nl'lcr I his C *<>iii|>1i:i i m<<> ("niiip was e»laMishcd. itifnrmalinu )i;nl 
1ktm muniiatly enmpilen ami •!!>>< >th l:it f«1 iulu Itrjri nr-jani/alimial ami -Mm 
individual lilcs. ("iirreiilly. tin- f'rmip (imw '.imwn as: S|tecial Service Stall, 
A("TK;(";SS) has 11/HM) lilcs (.X.ikmi inrli vidua Is and mca niy.nl inns ) . In 

Hie itiin|iosiiiiiii nf these lilcs ale 1 J.tHMi it:i I ihwinni'iits. In ailililimi In 
established lilcs I he Staff \t;\s ;i vailahi li t.v In a eninputcrizcd printmil riirni --li.it 

liy atinilu'i- aireney, This listim: «.f na s 'if indn iduaU ami i:n>ups « Im |ms.> 

a Ihn-al \« I In- security tit this inmitrj rlirrcnl ly id. lit ilics niintlicr |H,iHl|i eh 
lilics where las vinlatimis w.mld appear firailtjililc 

Until the Special Service Staff \va- f.>nunli*cl IVI-tuary II, ils activity 

was rcli-idi-red semi-secret an.) apparency i.ur pople ii Held were IM.I 

knmvlc.lucaMe nf Us HiiMsj tat nli.iceiivcs. hivi-litalivc | .. ■ i s..iniel parlim- 

Jnrlv slnniltl W more familiar with this Stuff's nvlivity soul misii.m as mUlmti" 

in I lOI IIKMmI. AIs.., limn' is : ed |n increase licl.l auaivm-s ..f II,. ■ im- 

parlance of the mvi-sliK'itivv iiifuniialhni fiunishcil by Hit* stall hi tlislrict 

nlliees. 

Plans are in Hie mill In implen 1 ceilain rei I mlat inns ..f a iv.vnl 

e.iiiijiiili ti/ali<in feasibility sfmlj. Smiie decicc nf mcclianixal i.ai appears neccs. 
Nary In mpc with I lie acciniinlal inn ami ipiatdily uf data receive. I by the Slaff 
fii.in smiree- h ilhin ami milshle Hie Sci vice. 

The Stall actum as a ccitUal intelligence cat hcri nu faeilily e.ms.dUlalcs data 

available within I lis ami any .iblainable fn her j|ivcMi,-:iiuc m- la»\ eiilm-,.. 

niciit aciKics. An' lalcd data in the Hies Miavsis there are Ivv.. maj-i .ale 

I'.. .tics ..i ..ruai>i/alii.i^ ami imliv ithmts ideiiSit'cd as lil,i-t> l« W vi»li»l nr.: "'cd- 
eial statute* itic] iiilj in; tin- lax lillm: ami |i.i.\|iil ivipiii cincnts <i| I lie I \U\ 

Tlicv,. niuani/atii.iis ami individuals ran he pan-rally rafip.ri/ed as (It V ( .». 

tent ilrmips Hicsc elm a.lv.icale aii-1 |irafl ais-m. lire I iI.'iiik ami itiv-l in.-- 

Ij f pmpcrly; use m.-rcive lliicads l'..r f Is Mii<>uj:Ii I'.S. I'o^lal Sen ice; 

nmlvc tlneals MKainol pnl-lie nlli.ials; plan and urea nixr pii^-nli lints; cnpiKC 
in activities iiivulvini; illecal aeciiiniilatioti "f lireaitns ami aminiinil i'Hl ; haic 

I ii id. -nl itie.i as phniniiic and eariyitiK mil sl\> jaekini: : an.l. |h<.vc w ho |>rinl 

and distiilmte pulilical imis advnealill^ tfVuliitii.li auainst the civcrmueul ttf 
this eniuitry. In calipuy (!') Iln'ic i-- ;nti|.le evid.-inc nl" arl i v it ie:. invnl vitii! 'ai 
■allcrl N.iit-Vj.denl lirojiiis, n lin liy alh^cd iwaecful ilcin<,|isl ral inns i.lleiil imcs 
it. lilf-v.iiHv initiate vmleiii-e met itevt riictiitu lm-tit.(ri| are i|,,w ^i,., W 

ili-trtu- and hum diaii canN, ,|.-h..v Se live Service ..fin e ic nnN, p.irli' i- 

in mi. ..| fc Mii,/.e May' Ha> <h- iisiral i-ns, m;:aiii*c an.| alt-mi i..rl< T-s- 

hvals » hit h altrael ...nth ; taivnhcs, i„ ImiiiIiiii: -a|c ..f'lir.-i s t<> In-.], 

Itemihlicaii Army. Ar il. I ct r<n 1st v , lc , u nci l., t 'nha. Ah . rm ami. .Vi.rTli 
Vietnam Hi llcliance id' cm^Iiiis: siainics tnj-ihiiir In snlil imis an.-i. jticitini: 
I'omimilimi and i esisi :in< ,» tr. aiillmi il.i hy em-mira^itit: defectors in the Arimil 
J-'urces I,, enter illln allianees te snhvcrl (his lialimi. and Ih- ie evidence fimn 
classili...| d-i.auu. iits that translet- ..(' lavte a m- .mils nf umimy t.. and I'l-.mi 
the I 'NA ate liciiij; u^. i I to t-slahlish and ui cani/.e crimps uilh Hie view ».f 

///. run-rut /ii 'iff -/ irt'c.ii < iHjilnitnl t,;i !!„• Sp rint Hwirr f.*nm;i 

Ciirieniiy. as iiifniNial i.-ti is received, it is reviewed f<n imlient h >ns of mni- 
i-mitpliaiii^>. s.u li as rrtiwmis excniptioiis. i nnlTilmliinis In nn.pialilied mirani/a • 

Ii.. lis, tin- ehMimelilic. .. | | Is l.v cXeinpl uiirainzal inns In imn-rxempl nrr.aiii/a- 

(inns, nr ileitis of liiireji.il led iii' -nne; eprralimis niilsidc cf ils eharlrr \,\ lax 
I'Xciupl .imani/.ali'.iw ; and Die failure In lile aiid/.ir pay ineimie. irifl, and i'in- 
plny iiienl taxes, "uhli- at i.ms and ih.eiitiieiil s ale reviewed fur ilil./nnal imt i.|' tax 

striKe i.r lesjsl.nne ne.v tits. 

Wlii'ii any ..f tlie ah-.ve imlical imis are |.reseiil, hie sea relics, where pnssilde. 
are initialed In >-■<• if nlnriis are lilcl ami laxo paid In a pinnprialc eases, Sn- 
- ial Se. iiiily cheeks ate made for possible iiitic|i<.rted smin cs nf wap-s and 

II* tin- review and evaluation su warranK |M-rlimn| linnm ta] and lav dala is 
tvnie-mitteil In the nisivtet Audit. inleliiL'i iicc. nr Tullci thai Pivisi.m. Since 

' Ii 'd 'he iiirni-maiimi is classified, il caiim.f |.e r. |.rn.| N ,., ( | ..r tiaii-milted in 

the fniiii received. Mild, nT necessity, uiiisl I \.ei|.lc.| :.nd eapsiili/cd. Thisc 

referrals- ma\ relalc In spec itic imlividuals, mpniizalinns. nr croups nf 
indii iduals. 

Shmilil nlher ap-ticies desire inl'urinalinii relafive In tax returns nr invest ica- 
li.ins, I hey must reipinsl il Ihrmich nllieial ( hamiels nhscrviuc the disclosure 
pin.vduies. 

In addilmu, iltfnrmatimi and I rends <m tux strik.- -.nut re si stance nimcmr-tits is 
sent |<. dislriels aflVeled. Tinier pn M iil prm .■.lures, the iivcjvini; dislriels deter- 
mines I., what exlcul Mm infnrmalinn is used. 

The Sialf alsn infnriMs the National uiliee I'mtectivc Pn.uiatiis Urancli ..f 
laciliiies .Maiiairelmtil and (he Nalimial (iili.,. I , onr.|iual<u in I lie Inlcllipiiee 
Uivisinn nlieii there ate imliralimis .,f prnlesis ur ili'iimtislrtilmiis which would 
he a lineal In Infernal ll. vcime premises. 

Ilxampl. x nf vcveral types nf S,«-, ial Sen iee Slaf. r.-rerrals have h. cn cm,, 
■l.-nscl ami im-hnleil as exhihils in a pacUau'c .,f ailai-him-iils. Tln-s,. slmw the 

■'■V'l pnssihilili.-s that .'Xisl in l.nfh 1 1 1 • - audit ami enlleclimi iiclds. ineliul- 

iiiK iiicnine, cifl and empluv im-iit (axes. (Jlxhthil JL'l. 
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The ikiiUH hImi contains samples of materials piiLli-died :uul nrnilul.-d !■> 
mrtnl..T> i.f tin- lax strike :ilnl lesislallrc lui.vruirpt.v To sln.u tin- decree of 

<i..|iliiM ir.it i.Hi llmsc nmu uls haw readied, the liM rxl I in IliK ] >:■ <-l. :i Ct- 

is a rcpioiluccd I'ltl rcp..j| on ;i i..ii:.I , ulivejit ion of activists recently h.ld 
in AhkiM id Kansas City Willi Int_cin.il Kcvi-uiic Service as Hair focal point 

( >r iuirtiii..ii. 

IV. I'oli itti-'l "■"■'f/r "ml itnnhthilit,! „j Sp rint X, rrir<- Stuff 

The tiles of tin- Special Service Staff ii.iil.-iin viisl amounts of iiif..nii:ili<i»' 
lnHtniiiini; to tvprs of individuals ;uul ni'Kanizatinns' do rili' d. This m.i r i-riii 1 is 

receive, :i iln.v l..v ,lst.\ hnsis ami it h;is ht-rti impo^iM,, for Hi.- Slajf I., li.-rj. 

pare Willi liiis cn.-.Mli, As ;i icmiII. nl I limit: h lih- h;i\c a: al.iislie.l, llierr is 

urcnt deal iif material which has not hecii evaluate.., iinil i sciim-nl ly has lint 

l-crn referred to held ..Hires. 

Tliis niali'iiiil is nvailnhlr to revenue ac. tils. spr< i.il afri nls, and revenue "Mi- 
rers working on individuals or di^aiii/:il i»ns involved mi II. esc li ft or riutil wilitr 
movcim-iils. our of Mir prolilrms has Ihtii thai examinini; personnel air not 

ilHiin- of Hie Staff, its ruisM ■ ii l «>.-a|i»ii. As slat, il I ..fore, I tn- liior lias ii»w 

clue when personnel shoul.l ho hilly informed of Ihr e.\ M cure of Hie Stall 

nil') i lie I vpe of information availiitilr. 

Sli.mlil an au-ni or n-v.-in Hirer I"- a«ii:ii.-l a case fa II ins.- in i Hie 

ralrp-ri.-s dismissed. In- should lVrl fire In dircd an i in I" Ho- Sp-einl Sri v 

in- Slaff In w r if ilirr.. is any informal i m li ■ thai r. I In ..Llaimd dial 

vvmihl an! in llii'ir invrsliciiti.iii. Tlir lilt- could contain li u:i n-i;i I informal inti I" 

assist ill .'i 1 1 an, lil of il cnltld possihly he :i rill ti nt address I .si-.t hi dnsine; a 

'j'HA or TIM liKiniiirs ran cither he hy mail or Iclopl anil diri-tc.l In the 

address or lelri.lmrm iniinluT slmwii on I he liiitisiniltal letlcr ( Srr K\]iihi( #1 
in allachliimil I. 

Many of Ihr files are extremely voluminous emit :i mi m: detailed li na una) infor- 

iind extra. I perl irn-iil dala from tin- rase lilc ' ! Imvrver, due In the dasMlird 
nature nf tlir lilcs. il would he neecssniy In ohlain a sc. ivl s.nirit.v elm l a nee for 
.'arli employee di-sililn; In make Mlrli an itis|ii.e|iril. Sinn- sour- ,'f Hi- liles iire 
Top Seeret and the .1-p-iv of rlraraio'rs should he kept al a miliiii.mil. -Stalf 
iiiriiilii-rs with Top Srrii'l rlraranrc ran rxlr;irl ami ra j.s nl iw any |»-r1 trii-nl data 
of tliis nature if iirrilril. 

While the Speriiil Si'ivirc Staff is rssrni ially an infnnnat inn cnllin inn and 

.li-seliiinnlio eliilion, il should nol I olisiderrd a oiie-Wiiy Mrrrt. I'ii-I.l 

pers -I should he i.dvised t<» he alrlt for i n I o rina I i.ai and data eoneerni in,' 

Ihcse i.iL'iiiiiziiliims and individuals indiriil uiu llm> w il If nil > i;:norr or violate 
la\ sliilutes. This addnl resniirie would open an rllrrtivr two-way rnliililiHIira- 

lion elwinnrl wliirli - an do mlleli In improve any I m il H-\i mil- Servire ;ielio|>.s 

ie.|iiircil. This is rsjHvi.'illy iiup.ii-tiiiil wln-rr siieh i n forma I inn would cms* dis- 
irirt or rn*i"ii:il line- prrinit I im; rnordinal imi with oiler ..Hires 

iMirllier, lirld pcrsnlillcl should also he alert lo i j-imili:|l violalinlis olher than 
Hi. ise invnlvinir the lax slntntcs. This rould im lude any imtiral L«>n of arts of 

viiilrmv, I'alvirirat'mn of ollieial d.w ninents, llneals aKiiinsi cin.-n nl ollirinls 

,,r i.tlirrrs. rlr. Sll-h illfnlliiat inn sliunld iilsn he rl.iilillrlfil In I lie Staff s„ they 
ran rmudiitalr will) ttie :ip|irvf iriiitt* aurn.-.v. 
I'. CiDirluxi'in a ml tHirwtsiim 

It has now hren diveiiss..,! in some detail how this Sjn'rinl Sen in- Slaff activity 

;iir ulili/.ed l.v Hi.-' Sc'vieo. The mil .'ii i i u.le ami potential ,.f this fa< ilil> is im- 
pressive. A reoenl internal audit of (lie Special Srr vice Slall fully supports Hie 
e..n< lusiun that this fuia lion offers )iii;h pnleiilial :is ;i delrrrent in .ojiiny with 
wi.les|.re,'id tav violalions spnnsorcd I.V activist cimips 

IVrtnililv Interna! Hevriiue Servire ..Hirers and a-euts ran imly do so much 
en Iheir own in tn Hit: I" rullcrt Iron,, investigate or ixamiiie llns,. oixiinizal i..ns 
and individuals, w lm Ihrou-li insidious nielhnds liiUP eollahuratrrl lo form a 
levnlillinliaty force, which if allowed In drvrh.p »:i ad nil llv w ill l.ecnnie writ 
rslaldishcd heforc l.rei.inini: apparciil 

i'ci haps 'In- enly Wiiy I r> eo| t ,h;il a lax rvlii'llinu crnwth or movcuienl in i.nr 
s..ch>Iv is for the liilrrnal llc\.niic Sei vi. i'. w hu h iu.w has this Special S, r\ ire 
S'a'T access (n rclinhle i'drlli:'. -mi- iiifm iuatioii. t" expos,. | he len d core 1, .oh i 
:m»l frlnce ftoinrnl in nnr natinn who advocate trarinj: ilmvn our prcenl systrm. 

Thiv pre ., ntatioo should jrivc you some addition:. 1 insj-hl into I he f nrimilioii 
ami p.d'iitial fur a n-ntral inlel I i -cure miltirrim; fmilily of (his naiure. liopr- 

fnllv. il has ;t )s,, our -iiKcl \.,ii to Hunk ahoul "w^al is In he (l.tnrV 

Aiiioul' Ihe aUcnialivrs In hr cniisidrL,.,! ;U mJ dis.-iis -.e.l ; 

I 'vine I Im- S^ci:H S»-rvi. f Staff as a nu, Icons, wotihl il !■<• pr:oli.-al to 
d^V. **•»(> il limit i-jlKCM>y apjnnach usinr; si I ike foi.ee rote. -pis with special 

t'lHI'hasis im criminal rndr prusrciK inns uiHler Title I* in rnnrtal imi w ith 
TiHr L'li 
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Exhibit 2 

to: Director, Federal bureau of Inves Citation 
Department of Justice t • . 

from: Asnrstant Conmiss ioner ■ (Compliance) CF:Pl'dJ< 
Internal Revenue Service 



fttG i 



^jeet: TweqoesL to be Placed on Dissemination List 
Attention: Special Agent Patrick D. Putnam 



For your information I have formed, a committee of seme o£ our 
Co3ipli ancc people to gather data and reco:mcnd actions to be taken 
within the Internal Revenue Service relating to various c";jtani.::?.t icr.s 
of predci-.jnantiv di:jidcr.t or extremist nature and /or people prenunont iy 
identified with tiic,e organisations. , 

Tlie croup 7. have forrec! ic- named the Activiots Organizations 
Cocatittcc ana i;; no,; tunc: i oninf; with 1-Ir. Fan]. ii. \.'ri£ht a:, chair-.r.an. 

I vlli appreciate tir's commit t-ie -beiny placed on your Oir. renin;-. tic ri 
list for ir.f ornati.on ■.•'aicii reict-jc to the types of or Iranian tlr.-.^ 
i.icnti-on.'d above ami people associated vith t':ei:i.''' At thin tir.a <;e rcquoj: 
file data on the o;:^ animations listed on the attachment to this 
»;taiorandum. 

It is apparent thit additional requests for inf on-. - cien cr. 
orp.fini cat ions and individauli' vill ba viade as this cor::;-! it tea proceeds 
'vith its assignment. ... .■ 

1 will appreciate ycur approval of this initial request ana ask 
that any data ticnss-ltuad be delivered co t'ne Attention oi iir. ('Light, 
Room 3503, Internal Ueveaue Service, 1111 Constitution Avenue, ■•.»,*., 
Washington, D. C. . '. , . 



Assistant Commissioner 
(Compl ir.ncc) 



Attachment 

L£ct of Orjanlrations 
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. UM'I'lJ) STATES C0\ .JINMENT 

Meinorandum 

' Mr. V/. C. Sullivan 



1 l;C>NI : D. J. Ercnnaa, Jr . ^r^. 


• ri! - rcT: ' ii:T£n::AL r.cvsirj:: Slavics (ir.S) 

INYnoT.TGATXO;^ 07 KhiT LAvT AND 
OltGAUV.ZA'flOAiJ Ah T D INDIVIDUALS 




8/ 15/69 



Enf oration has been received from Mr. Paul II. Y.'ripht o 
thr.t ins, as a result oi Y/hito House and Conprcss5ioa.il preasir 
it: cnbarhinc on a proprau loohinp toward tax and pun law viola'^io 
on the nart oi dew Left, blaci: extremist, and white eatress t 
orpanisnrions and individuals connected therewith. Attached leu- 
fror. X)..::. Assistant CoiniAissioner Donald J3accn requests that lite be 
placed oa : dissemination for a nuuber of these organisations 
u rider ihvostipation by us. 

Yiaiphi advised that as a result oi considerable r,rcssur< 
froi.i Confess "and the- th>te House, IRS has for nod a Go. -suttee at 
DM headquarters hnov/n as the .Activists O/pnnir.nt iom; Co.; -\}.x or. o , 
whose fa a at ion .is to collect all pertinent information ro Lac in - : 
varices haw Ac it .and cxtrcnist organisations, as v;cl.l as j ndivida; 
prorv.nontiy connected therewith, and the re a iter initiate lie id 
invest ipatiors and audits of these prouos and individuals looiti".p 
toward una overlap tax violations ■ and violations oi the Gun GonVro. 
Act cx 19C3. In attached letter Bacon requests that SHC lo place< 
on diss urination for oar investigative reports involvinp 72 or pan: 
zn tiers , Ife rao rests that such /"i rise ;ii nation be uade to V.VS 
headquarters, dco.-.t jSUo, Attention. Mr. i-au.t a. ..rxs.-.c 

A rovicv/ of the list of organizations enclosed with 
Macon's letter indicates the organizations arc primarily ci a 
hew Left, blaol: e;:tren.:'.at or white extrcr.iiKt nature, "amy 'of the 
or pa n isa t i o as Tfs te u nave not been laves ti pa ted by us: 

ESl^Ei-; ' ■ ; ■ 

A concentrate :i program of this nature, if properly 
i-.i'pl! eaccd, shea 'id deal a bio:; to dissident elements. This 
act -J on is Ion-, ovwrduo. h'e have already dissoniuatcd to 
■ reports r.a a.asy of the orrnr.isa t .'.ens listed. It is felt that 
: -a o«a .'.d accede, to She -Ad vca^tfi-.i. . 



1 - 

} - 

I - 

•i .. 



CM*. Ke;. o.-. eh 



1 - !'r f G.C. Koere 
1 - Alai.;.y:t ;;rp 
:1 - Mr<r la A. Putnrrs 



-V. 



CO:-;';.;.:;:::. - ov. : :a 
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femora nd urn 25. J. Brennan, Jr . , to • 
Mr, V/. C. Sullivan 

re: iKTj:n!:AL nr:v:^aj^ slt.vice (ins) 

INVESTIGATIONS Oi/ KEv? LU?T AMD EXTREMIST 

o:tG/a;i2ATiOi\*s and individuals 



ACT I On: » 

1. If approved it will bo explained to Assistant 
CoKiriisr.ior.o.v IVacoQ by Liaison that several of tho organizations 
he has lis tec: arc not under investigation by us but that wo 
will accede to bis request in connection with those listed 
orgaaissi-.tioris; that v/e have currently under investigation. 




2. Attached for approval is a letter to all 
Special Agents in Charge alerting; them to tho IHS program. 
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Exhibit 3 

(f.>;cerpt from communication, si kual *€«ent in charge Atlanta to 
director, it, i, dated april 1.4 , 1964) 



AT 1G0-G;3^0-D 



rTax returns of and information from IRS] 

investigative files were recently received and analyzed. 
[Paraphrase 



It in t'u.1.1 eyed that donoru raid c rcdl tor:*, of 
prcarnt two . .1i :jim"-a-\i it; aiva.rj for o ouut im'-J i it-':JL.l.1.« "-".w: ii'j 1 .1 v.L 11 c'J . 
In rea.arl to tirj i':;]!nr:; J.t ,i» :>1 r ; :ol; ucii '..hat uifle .1 a 1 

rtat i oncr.v i r'r-*' :i l':nai arc , a"ajaa of '.;m J <" h vm i )r'J.o 

to tna Atlanta l'f;'lc:u and v;.l.Ll bo furn.1 a hod by ae i-avato communi- 
cation to the It ::■■„■ .-\ u Ivi bora tory Tor rcpraduc ti.cn itproo: -en , 
bo nvi llaed In a dv J .".In;; tlic; donor a thai J. n term 1 ih; v oii'i-'j 
hc'-vlao J:. currcnLJY ci:cci:ln?* lax roc a run of and that 

throuah thin ; >] ionc:y correspondence '.amla f<> -mrVao tho 
donor Inanrlir; that ho re nor ted h 1 r.i ■-'ft:; in ace rn-.i aneo with 
.'.Internal hovenue rocinlre: vaila no that ho 4; 1.11 r.nt breoi,;c 
Involved In a ta/. J.i • v::u tj gallon . It la bc-i J cviM rnioh n letter 
of thl a typo i'vc.ii nay cause con:*. jdc.ralfl e conyer-.! and 

eliminate; future o out rtbut lona . l''ro:;i available 5 a format i on 
J.t .la apparent LI. at i.nny of thcao contr.l hntoea to arc* 
lioltr*. an In order to claim tax deduction:', and In ordar to bo 
ol.) r,.l bla for au.:h ' [omuc 1.1 cms , tho conti ■l'nut.tou la. bo.1 r.;: iiadu to 
t;,J, - : [excised] Churcii, which In tarn la forwardcu to 



60-877 0-76-4 
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Exhibit 4 



1„ Cn 1 rebruary I9&7 I me> with Thomas Terr/, Assistant - 
to tha CcraExisaloner* I US to brief fcim on the current status. o£ the; 
PAdvlPAHTS maiter ^ct to seek his cooperation Also presents ere 
juecn Green, jBsecarlre 'AaalsLinfc to the Assistant Commi as loner for 
Compliance, and Johrt Barber, Chief of Sulin^s, Exempt Or^ani^^tiona 
Branch- All tares o£S cialg have been closely involved v?ith ua in. the 
rsceni develoorseni s abou£ T7SNSA and-. . lia particular. 

. ■ ^o^'-^a^^ ' : " ; 7~ 

■ • 2, ' I told them a£ tha iiiforrnarlon and rumors have heard. * 
about RAMPARTS' proposed exposes ryita particular reference to 
_ U37JSA nha-.Or^.V' I impressed upon them the Director's concern zsid 
ercprcased cur c^rmdrry thai, this Is an r^rac: on CIA in particular,' . 
and the- a di n £ ad st ratio a in general, v;bich is merely usinrj U3NSA. and 
• [is toolo. To emphasise the nature of the problem 1 rczd to thenc, 
ex=erpb"fnr3 iir.' 1 NjWu? \:rnemo;rnndcrn of 25 January 1967 relating 
statements and actimm ox KAMPABTS oHlciala in the period _ * . .. • 
22-25 Jamary. V/e alao- <hhcn33ed other pro cable sources of iafar- . :■ 
• znation b-imr cs^ by BALiPABTS, including the many lead- -which \ ' 
p robs hi y originated from the "Paiman Zighi >> eio3ur=?. :" Th-i poesi- 
biliry of Harry Olsh^r of Pahmarrh staff having cooperated \vith. V -• - * 
KAMPAHT3 w3a B^io^, - - ' ; " "'- 

• : ■ ; " v -'^■•^y^-.:- • 

3. Barber advised that the IBS examiner handling the TJ3N5A 
. reapphcntioQ for tan- ex em at status has_ just completed his findings. 
He hn.3 recommended that USNSA be granted tazz ademption under -- 
iTIC Section 501(c)(4) which ia the classification for "social _v?eUax3" 
organizations. In the eaczminer's vi US27SA is disqualified for 
501(c)(2) status- as a political action organization. If it is exempt 
under 501(c)(4), donations to it will act br:: deductible by the donor and 



: ::m^ 



i r;v;--'l ■: 

S£P *o ]J73 • - I : : ;-:lih.*i 

C S A 1 

* *• Declassified by authority 

1 October 19V b. 
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..if will bo rore difficult for it to gvi donations fro;n or 
which i.-o e^ezupc under 5-ciiou 501(c)(3). I- ^?_3 also poised ca> 
that U5NSA had becc=e so notorious and the subject o£ :o marry public 
cer^plaLsty IHS r'n.-.!; it had been put under audit a ad might bave had 
its 50 lie) (3) c-en^icu r^ked even if H bad nc^ 'seen required to 
idle a new application for es;c=ptioa by virtue of its reorg r r;7-rr ic^u 



. that ills corporate ; 



of RAI%LPA?,T5. 



lac. be ^gaisd arid that any lendsTTplTssTSe. iinancial supporters 
be followed no by an examination of their individual tax rdaxn3» It 
is unlikely thar such an examination will develop much worth-while . 
i-farr=ui±ion as to the magazine's source ox rrp?rrirl support,' but it 
is possible that seme leads -will be evident. The returns can be called 
. in for rsview by the As si strip*: Commissioner for Compliance without .- . 
causing any partiealar antics in the respective 133 districts. The pro- 
posed ejr r-!— i-T'H^ x woold be made by Green who would advise rae 
if there- apaearrd to ba any information on the returns wcrrh following 
up. The political sensitivity o£ the case is such that if we are to go 
further than this, it will be necessary ior the Agency to make a 
formal r^u^at fox the returns uad.-;r a procedure set forth la Goverr- 
menr. regulations. If such a recuest is made, the Commisaiouer will ret- 
be in a. poeition to deny our interest if questioned later by a member cf 

; or ether competent authority, . , . "**"..-" ■-. .v. 



5. This 
" agabust the luternal. 
feels 

The Cormiasi 
about DSMSA's tan ex: 
of the Agency's involvemc 
Commissioner as eoon aa 



for pol 



il repercussic-ae 



Service as well as this Agency and iir. Terry, 
until he has, briefed the Commissioner. 

public exmameat 
even though, he knew nothing at tha time 
: with USNSA- . Mr* . Terry will brief the 

: and contact me ^?hen he has done so. 




- r ROM 



SEP" *o 1975 • 

CIA 
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Exhibit 5 



to; District Director 
St. Louis District 

Internal Revenue Service 
from: chief, Intelligence Uivis 



Gbbjecl: Ta: 



6 December 1972 



Attached herewith, for your information, is a copy of a list 
of various cie-mars involved in the tax urotcst raoveinent. Those 
individuals have been identified throv.~li invcstif-.r-Uonc conduc- 
ted in the Sen Francisco District relating to various tax protest 
Groups . It is believed that eoase nenbers of these groups ere 
capable of violence against Ii'iS personnel. 

This information is furnished for your information and disposition. 



Name deleted 

Chief, Intelligence Division 



RECEIVED 

•NTELLIGLNCi I): ■ , m 
IKS ST Lf>!!T, K-0 
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tax ppprss? ( co:?niK?,T) ) 

KAK3 CITY fc STATE ] 

M (Cont'd) 

Hontoya, Joseph (Sen) New Mexico 

Tavernicr, Florida 
Red Bluff, CA 
Mobile, Al abasia 

Palermo, CA 
San Dictfo, CA 92116 
Bridgeford, Connecticut 
Pasadena, CA 

Names deleted Tacoicia., Washington 

Red Bluff, CA 
Fresno, CA 

Valley Springs, CA 95252 
Merced, CA 

Cincinatti, Ohio h$2Q$ 

Pine dale, CA 
Berkeley, CA 
Fowler, CA 
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• '. .' \ List of Organisations 

■ . The Student Non-violent Coordinating Committee 

ThcStudcnt Voice,- Inc.-. " .* * '• ^ . /,*'"* v 

The Sojourner Motor Fleet, Inc. 1 

The Southern Education and Research Institute, Inc. 

. The Congress of Racial Equality . . 

t/x^ne Students for a Democratic Society ^; 

'" The Black Panther Party .. ■ V' y- , . v ;-.". 

The Revolutionary Action Movement ' ■ 

....... .... . 

.Una Deacons for Defense and Justice »: 

The Nation of Islam. • •?'-j"'y! r .' : '\ ' 

The Afro-American Research Institute, .Inc. 

* 'ilic Southern Conference Education Fund • 
lite Progressive Labor Party . • \ 
Rosen Publishing Company o ' '/..'' < 

* Tri-Mr.c Offset Company, Inc. . „ . ' .-• ... ." 
The Medical Coirjnittce for Human Rights 

* The Fund for Education and Legal Dafensc 
The Minutemcn .';}/■'/ ... " 
The American Nazi Party • .. •■' 

The United Klans of America, Inc. ' .'..*' 
The White Knights of the KKK 
The National States Rights Party 
Afro-Amcr icau Set . '" 

Allied War 'prisoners Rescue Mission 
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Americans for Democratic Action. 
Americans for Freedom ' . *~ 
Black" Brotherhood • • \ f . .• 
Black Turks t '.' : ^C\ ;, " V *. ■ 'yS - 

Black United Strategists /J'rV';« 
'.Black United Youths ' V.. 

Breakthrough :V'^.. ?: £;"' 
Christian Beacon, Inc. * 7 
Christian Echoes Ministry, lire. 
'Church League of America . 
.Cityvide Citizens Action Co^ittee 
Civilian Resistance Command . :■ 

Commandos L J'.'* 
Communist Party Youth Club 
Congress of freedom . •/ ' \ f 

Conservative Vice-Lords, Inc. 
Taytqn Alliance For Racial Equality 
Fair Play For Cuba Cu;,vnittec 
Free Corps . ; . r.; 

Free Speech Movement ' 
Fund for The Republic, Inc. '■ '\ 

Group For Advanced Leadership 
Institute for Ancrican Democracy, Inc. 
Institute ■ for the Study of Black Unity 
International Workers Order : 
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Interreligtous Foundation for Cooaunity Orgcnizatilcn, Inc. 

Life Line Foundations, Inc, _ t i *-./•***," 

. Malcolm X Society .. >.*.••'. • V-^ • ■ • + ? .; r ■ •. ■ 

' Medgar Evcrs Rifle Club '•...!•'.-;;. 

Militant Labor Forun ./.v!-'....; * < ' ' 

"Monroe Defense Committee . - 

Muslim Mosque, inc. • 



/ 



Kational Student Association 

(Formerly U. S, National Student Association) 



Operation Breakthrough ' '■ -.' v -' ' . ■• ' '.- ' \ 

. Organization of Afro-American Unity, 'Inc. ; " ' j * 

Patriotic Party * .. ^ ;■ . y : - : . _ '*•,(■ 

The Peace Foundation _ '*'";'/: • !• • 

• Protestants and Other Americans united Cor. Separation of Church and Slv.te 
/ Lou is K. Rabinowitz Foundation . * - . 1 ' ■ *' 

■ Republic of New Africa _ : ' .;•,;.''.-■.-''•..», .'• s " . '. '. . '. ' 

Senegalese ■ ' .'. •. 

Socialist Workers Party . ■. * : " 

'Soldiers of The Cross . ' .*'.'. m * ■" . 

/southern Student Organizing Committee . - ' ' ,' 

Unitarian Society : " ' 

United Black Co.-nmunity Organisation 
J W. E. B. Dubois Clubs ' •. 

Barkers World Party 

Young Socialist Alliance 
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Exhibit 6 

if 7f / ; ' v j^;/ ~,f'J Cs'TtzjTi \L±J u r 'J 

July 9, 197k 

tC^ Sp.. A A^onto 

If. . Group, J? onvlllfc District 

from: Group ■' .na £ er 




Subject: Payment to Conficv.ntial Source:; (Inf orr..ru;tn) 

• The Internal Revenue Manual, Sections 37?., 9372 r.nd Policy Statement 
P-9-3S (copies of which arc attached) provides guidance for payment 
to source n for cc.i£.i dentlal .information. These in;; tractions supplement 
the Unii'sal and are provided lor your eve jyday guidance. 

r Payment "for inf or.mtinn will he rca.de only vhr.n the Information io not; 

"available ochervj se . Each of you have non-paid sources, la those 
cituations callir.;; for payment for expense;; or information, our approach 
will be Conservative as to amounts paid but progressive as to seeking 
and cetutn^ the needed information. 

T ype o f Fur.da 



Imp refit fund payments to confidential sources Taunt be paid fron the 
propel fund. It the information obtained relates to KTP, then the funds 
must bo paid iron UTt funds. The sarxi applies to the TPG or Strike 
Force. "Kaon ireciuen tins; funds'," please" specify the intended program. 

Location of Funds t • 



Confidential funds for the IG5.R operation will be [Maintained in lit ami 
in the custody of the IG&R G7:oup Manager. Each IC£.R a^ent at POD'e 
outcicj of Kiarri be advanced a ssi.ixX fund. An intcrin receipt will 

be signed for the advance. Expenditure:- from th<V advance will not ba~: 
•laada.' ^irnCu^he;7:2provoV oi. uln:. Group lia^o^er^ 



I 
I 

! 

!.U--i^c3f5:.v.5 Hcvrsjuc Service* 
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T o£ J '• r : \L Authurlr.od 

Payment n.iv bo. authorized lor expenditures from die confidential funds 
£oz: 

(1) K/pcr.r.c's for or in behalf of source. 

(2) Infotwition . 

(3) Securing evidence. 

, Type of expense; includible (among others) Lviy be hotel room or other 
space rental, cu.to rental, travel, food and beverage, or utilities and 
phone. 

Payment will not be authorized for "front" coney or a promise by the ' • 
Source that he will deliver in the future. \ln some- circ«nstonc(Sp""-.".rJ 
^authorization will be- granted to advance expense money ^ ' 

Ty pe of Inform at ion Sou ght ' 

Information which wo seek and- for which we will make paynent is contained 
in Policy Statrr-omt P-9-36 . We must guard against using the confidential 
fund in any other way. Payment for information is made only when the ; 
information is unavailable otherwise. .For example, payment will not be 
made for an arrest report when such a report is public record. Neither ; 
will we pay a source to search public records for ug or to do other type. 
Investigative work.,- 

Authorization for .Making Payment - ■ 



< Each "expenditure from the confidential fund will be approved by the 
'-Group Manager before payment is made to the source (informant) or before- - 
any expensed are incurred by the source. After the source has been 
debriefed, the special agent will write: a memorandum to file of information 
obtained end/or expenses incurred. This memorandum will he forwarded to 
the Group Manager for review. The special agent will attach to the 
memorandum a note recommending amount of paycent and will also recommend ■ 
distribution of the memorandum. After review, the Group Manager will 
authorize payment to the source by the agent and set the amount of 
payment. The Group Manager will notify the agent of the amount approved. 
After approve..!., the agent can use funds on hand for payment. : 



00 



At time of payment, the agent will obtain a receipt (Standard Form 
1165) £ro;i the oouice. The receipt: will, be forwarded, along with a 
Ginned "Confidential Lxpcnditure from Imprest Fund" form DIR J IKT-52, 
to the Group Manager. 

General 

u ^4 e r..^.°i_circun)stanc<-3 will "regular" payrv.r.ts be Tn,"da_to a source. 
That is»_.we. have no one on the payroll. We only pay for information 
received, as evaluated and recommended by the special agent and_ " 
approved by_the Group Manager. 

.Each of ua must c>:r.rci:-e care in submitting any vouchers or claims 
for reimbursement when the special agent is involved in dining with 
the source. In such a situation, payment will only be made for expenses 
incurred by the agent over and above what he would normally have spent 
for .a meal. All of us have been given a big responsibility in handling 
imprest funds. We must use these funds carefully and frugally. 

In the event of any emergency situation, please call the Group Manager 
for information and authority fox" payment. 



NAME DELETED 



Attachments 

cc; Chief, Intelligence Div. 
Jacksonville District 



INSTRUCTIONS TO GROUP 
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/ / , <?// . fan t , & S/J? 



b • sLtl^s -if y&Or?j ^<ty^^ ; .^^^^^ 





Assistant Commissioner 
{Compliance) 



Disclosure Staff 



Appellate Division 



Coordination and 
Management Staff 



Branches : 

Programs and 
Procedures 
Special Services 



Audit Division 



Office Services Staff 



Branches: 

Centralized Activities 
Exempt Organization 

Examination 
Programs 
Resources and 

Analysis 



Intelligence Division 



Administrative Office 
Staff Assistance 
(Visitation) 

Branches: 
Operations 
Program 
Technical 
Development 



Office of 
International Operations 



Administrative Office 

Divisions: 
Audit 

Collection and 
Taxpayer Service 

Foreign Programs 
and Research 

Branches; Staffs 
Chief Classifying 

Officer 
Conference Staff 
Examination Branch 
Field Branch I 
Field Branch II 
Foreign Programs 

Branch 
Office Branch 
Research and 

Technical Branch 
Review Staff 
Service Branch 
Special Procedures 

Staff 
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Exhibit 8 

f"V. )u . :, ,m.s Why >'[(<.,■■ 



Internal Revenue Service 



6 jw 1974 j 






I : IA 



Honorable Donald C. Alexander 
Commissioner of Internal Revenue 
Washington, D. C. 



Dear Commissioner Alexander: 

This transmits a copy of our report of results of 
the special on-line audit of narcotics termination 
assessments . 

The Service has made approximately 3,500 narcotics 
termination assessments totaling $104 million since 
August 1971. These assessments have generally been 
made under tight time constraints based on information 
furnished by local law enforcement agencies vdth little 
or no independent investigation by the Service, The 
information furnished is generally not sound evidence, . 
but primarily consists of projections, opinions or con- 
clusions of the local lav; enforcement officers. The 
investigations are not of the same depth as normal 
audit examinations. 

In these cases, field agents initiate immediate 
assessments in order to seize assets in custody of 
local authorities before the assets are reclaimed by 
the taxpayers or their attorneys. The individuals ar- 
rested by local police generally remain in their 
custody for 3 ess than 24 hours. 

We found that procedures and practices used in 
terminating the tax years vary nationally from district 
to district:, and as a result tax ]av;s and regulations 
are not applied consistently and equitably to all tax- 
payers . 

The terminations are usually made on the basis that 
the taxpayer's illegal narcotics involvement constitutes 
a "prima facie" case. Kith few exceptions, there is no 
other hard evidence that income taxes are due or that 
collection o£ taxes are in jeopardy. 
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Commissioner Alexander 



Since the Service docs not issue Statutory Notices 
of Deficiency in these cases the taxpayers do not have 
the administrative appeal rights afforded to taxpayers 
subjected to jeopardy assessments or tax deficiencies 
arising from normal audit procedures. This fact coupled 
with t lie fact that the majority of the termination 
assessments arc not supported by hdrd documented evi- 
dence gives rise to the distinct possibility that: (a) 
irreparable harm may be suffered by some of the taxpayers; 
and (b) the Service may be accused of assessing tax 
liabilities without due process of law. 

The weaknesses in the termination assessments are 
illustrated by the results of full year follow-up exami- 
nations which often result in substantial reductions 
and refunds to the taxpayers when detailed examinations 
are made. In other instances where the taxpayers do not 
file full year returns, quality examinations are often 
not conducted. In these cases, the full year liability 
generally approximates the short period liability. 

In order to gain more time to conduct an investiga- 
tion, one district issues a summons to local police for 
assets in possession of the narcotics law violator at 
the time of arrest. The local- police hold the property 
for up to ten days while the Service conducts an investi- 
gation. A similar practice in another district was 
discontinued in late 1973 after Regional Counsel rendered 
an opinion that this practice was an improper use of a 
summons . 

Due to the common characteristics of these termina- 
tion assessments, one adverse Supreme Court decision 
could affect hundreds of cases. For instance, if the 
Supreme Court should affirm a recent decision by the Oth 
Circuit Court of Appeals requiring the issuance of a 
Statutory Notice of Deficiency within 60 days of a termi- 
nation assessment, all termination assessments may be 
rendered invalid. The Service has received other adverse 
decisions on termination assessments in lower courts, 
and has compromised 'other cases after the taxpayers filed 
suit. 
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Commissioner Alexander 



Copies of the report have been transmitted to the 
Assistant Commissioner (Compliance) and the Assistant 
Commissioner (ACTS). 

We will be pleased to discuss the report with you 
if you wish. 

Sincerely. _ 



Name deleted 



' Assistant Commissioner 
(Inspection) 

Attachment 



60-877 O - 76 - 5 
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Internal Audit Report 

On-L i ne And it of ln_c : i.arcot lc s Traffickers 

f'ro['.)M!:. - j'e.rr.ii li.-it ion As se s sments 



Introduction and Scope of Audit 



This report summarizes results of a special on-line 
audit requested by the Commissioner. The audit objectives 
were to determine whet hex - Service policies, procedures, 
and practices used in terminating the tax years of nar- 
cotics subjects are in accordance with income tax laws and 
regulations and whether these policies, practices, and 
procedures are applied consistently and equitably in 
arriving at factually supported tax determinations. 

Reviews were made in the Los Angeles and San Francisco 
Districts in the Western Region, in the Chicago and St. 
Louis Districts in the Midwest Region, and the Jacksonville 
and Columbia Districts in the Southeast Region. This re- 
port consolidates the findings resulting from these reviews 
as well as findings resulting from other recent audits. 



Summary of Results of Review 



We found that procedures and practices for terminating 
tax years of narcotics law violators vary nationally from 
district to district, and that as a result, tax laws and 
regulations are not applied consistently and equitably to 
all taxpayers. For instance, all six districts included in 
the review generally set a minimum value of assets seized 
ranging from $500 to $2,000 in determining whether a case 
should be considered for termination action. Also, the 
employees responsible for preparing termination reports 
(revenue officers, revenue agents, or special agents) 
vary from district to district. 

Five of the six districts rely primarily upon informa- 
tion furnished by other law enforcement agencies and 
informants in making termination assessments. The informa- 
tion is generally received telephonically , and is often 
based on personal opinions, projections, conclusions or 
hearsay evidence rather than specific documented facts 
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concerning the subject. In some cases other minimal 
independent investigations are made by the Service; 
however , they are not of the same depth as normal audit 
examinations. 

The sixth district, Jacksonville, issues a summons to 
local police for assets in the possession of a narcotics 
subject at the time of arrest. The police then hold the 
taxpayer's property for up to ten days while the Service 
conducts an investigation. A similar practice in one 
district in the Southwest Region was discontinued in 1973 
after Regional Counsel rendered an opinion that this 
practice was an improper use of a summons. 

Generally, all six districts terminate the tax years 
of narcotics law violators on the basis that the taxpayer's 
illegal narcotics involvement constitutes a "prima facie" 
case in which termination assessments should be made (IRM 
4585.3). With few exceptions, there is no other hard evi- 
dence that income taxes are due or that the collection of 
such taxes are in jeopardy in these cases. 

Although the burden is upon the Government in proving 
taxable income in these cases, the tax assessments are 
generally based upon taxable income estimated by a variety 
of methods. Due to the limited information available, 
these methods are generally not effective in determining a 
factually documented taxable income. For example, when the 
net worth and expenditures method is used, the taxpayer's 
net worth at the beginning and the end of the tax period is 
generally unknown. In addition, estimated costs of living 
expenses, which are often included in the net worth and 
expenditure computations, are generally not supported by 
facts in the case file. Other methods are usually equally 
ineffective in arriving at a factually documented taxable 
income due to the lack of detailed information. 

The weaknesses in the termination tax assessments are 
further illustrated by the fact that the full year follow-up 
of these examination cases often results in substantial 
reductions in the tax assessments and refunds to the tax- 
payers. For instance, the full year examination of 24 



64 



termination assessment cases in the Chicago District re- 
sulted in recommendations that the termination tax 
assessments be reduced in all 24 cases. It vzas 
recommended that assessments totaling $910,200 be reduced 
by $772,500 to $137,700. If the cases are settled on 
this basis, the taxpayers will be due refunds totaling 
approximately $136,000. Conversely, in the Los Angeles 
District the review of 55 cases where the substitute for 
return procedure was used disclosed that the substitute 
returns were based primarily on the same information used 
to compute the termination period income. As a result 
there were 30 eases where the full year income was the 
same as the termination period income. In the remaining 
25 cases the income was more or less than the termination 
period income, however, facts to support the changes were 
not fully documented in the file. 

Due to the common characteristics of these termination 
assessments, one adverse Supreme Court decision could affect 
hundreds of cases. For instance, if the Supreme Court should 
affirm a recent decision by the 6th Circuit Court of Appeals 
requiring the issuance of a Statutory Notice of Deficiency 
within 60 days of a termination assessment, all termination 
assessments may be rendered invalid. The Service has re- 
ceived other adverse decisions on termination assessments in 
lower courts, and has compromised other cases after the tax- 
payers filed suit. 

On June 17, 1971, the President announced the Administra- 
tion's expanded effort to combat drug abuse. Included in the 
Presidential message was a charge to the Internal Revenue 
Service to conduct systematic tax investigations of middle 
and upper echelon narcotics traffickers. 

Generally, the interpretation of the Service policies 
and procedures by the field has been to terminate an indi- 
vidual with a history and background of illegal activities 
coupled with a current arrest for narcotics violations. 

The field agents of the Service have been faced with a 
requirement to make immediate assessment to prevent 
dissipation of the assets seized by local authorities at the 
time of arrest. Usually it becomes a race with the taxpayer 
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and/or his attorney. The majority of these assessments 
arc based primarily on the information' from the arresting 
officers because of the short time pressure factor. The 
individuals arrested usually have liquid assets only and 
remain in the custody of police less than 24 hours. 

During the review, a District Director stated that 
there is not sufficient time to perfect a case to the 
extent that it would hold up in Court. 

Appendix A summarizes the number and amounts of termi- 
nation assessments made in the six districts tested and 
United States totals by Region for fiscal years 1972, 1973, 
and the first three quarters of 1974. 




Director, Internal 
Audit Division 
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Details of Results of Review 



General Procedures 



Vie found that the procedures and practices for 
terminating tax years vary from region to region and 
within the regions frcrn district to district. As a 
result, tax laws and regulations arc not applied con- 
sistently to all taxpayers. For example, all six 
districts included in this special review generally 
set a minimum value of assets seized in determining 
whether a case should be considered for termination 
action. The Columbia District requires a minimum of 
$500 cash seized for a termination action while the 
Jacksonville District requires $2,000 in total assets 
seized. 

In Los Angeles termination assessments were made 
against taxpayers who had been arrested for possession 
and or s a 1 e of narcotics with cash or readily identifiable 
assets in excess of $1,000. In San Francisco termination 
assessments were made against taxpayers who had been ar- 
rested on charges of sale of narcotics where there is 
information to show that income has been earned from that 
activity and that the taxpayers had cash or readily iden- 
tifiable assets of at least $1,000. 

In the St. Louis and Chicago Districts generally only 
those taxpayers who had at least $1,000 in their possession 
at the time of the arrest: were terminated. 

Internal Revenue Code Section 6851; Policy Statement 
P-4-89; and Internal Revenue Manual Section 4585, generally 
set forth specific circumstances and/or action by taxpayers 
that would jeopardize collection of taxes when subsequently 
due, and therefore provide a basis for tax year termina- 
tion, assessment, and collection of taxes not otherwise due. 
The specific conditions and circumstances for tax year 
termination and assessment under IRC Section 6851 are sum- 
marized in Policy Statement P-4-89 (Approved 10-2-70) as 
follows : 
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"Termination of taxable period and assessment 
should be used sparingly and care should be 
taken to avoid excessive and unreasonable 
assessments. They should be limited to 
amounts which reasonably can be expected to 
equal the ultimate tax liability for the 
terminated period. Each termination of tax- 
able period and assessment must receive the 
personal approval of the District Director or 
the Director of International Operations. 

"A termination of taxable period and assessment 
will not be made without the existence of at 
least one of the three following conditions, 
unless prior approval is obtained from the 
Director, Audit Division: 

(1) The taxpayer is or appears to be designing 
quickly to depart from the United States 
ot to conceal himself. 

(2) The taxpayer is or appears to be designing 
quickly to place his property beyond the 
reach of the Government either, by removing 
it from the United States, or by concealing 
it, or by transferring it to other persons, 
or by dissipating it.. 

(3) The taxpayer's financial solvency is or ap- 
pears to be imperiled. (This does not 
include cases where the taxpayer becomes 
insolvent by virtue of the accrual of the 
proposed assessment of tax, penalty and 
interest.)" 



Internal Revenue Manual Section 4535 and Section 3 (11) A 
of the Techniques Handbook for In-Depth Audit Investigations, 
IRM 4235, provide requirements and specific guidelines for 
tax year terminations and documentation required, to the 
extent practicable, for termination investigations, and 
recommendations and approval of termination actions. The 
required documenta tion , to the extent practicable, includes: 
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(1) The nnn.e, address, and filing history of 
the taxpayer . 

(2) Tax and penalty to be assessed by periods. 

(3) The nature of the taxpayer's business or 
activity; the taxpayer's financial condi- 
tion; information regarding the taxpayer's 
activity giving rise to the termination 

re commendation , such as transferring 
assets without consideration or attempts 
to hide assets, etc.; information regard- 
ing business losses; the nature and 
location of the taxpayer's assets and 
sources of income; and the taxpayer's 
record of resisting payment of taxes in 
the past. 

(4) Any other information regarding the 
taxpayer's financial condition, prospects 
for future losses, etc. 



Review of recent termination recommendation reports 
and case files in the six districts showed that the files 
and reports were generally not documented with facts to 
show specific circumstances or acts by the taxpayers that 
would make collection of the taxes, when due, ineffective. 
Instead, the districts generally terminated the tax years 
on the basis that the taxpayer's illegal narcotics involve- 
ment constituted a "prima facie" case in which termination 
assessments should be made (IRM 4585.3). 

However, IRM 4585.3 specifically requires that "prima 
facie" tax year terminations for taxpayers arrested on 
charges of possession and/or sale of narcotics should be 
suppported by documented information to establish a factual 
foundation to show that subsequent collection of the taxes, 
not yet due, was in jeopardy, and that the termination 
actions were within the statutory provisions of IRC Section 
6851. 
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Operating personnel stated that assessments must 
be made immediately in order to prevent the taxpayers 
from assigning their liquid assets to attorneys or other 
persons with the effect of placing them beyond the reach 
of the Service and that it is generally not possible to 
obtain specific factual documentation in the time avail- 
able . 

In the Jacksonville District the review indicates 
that the problem of immediate assignment of assets to 
others lias been circumvented, at least temporarily by 
the immediate issuance of an IRS summons to the arresting 
officers. On receipt of the summons, local police retain 
possession of the taxpayer's "property", including cash, 
for 10 days. While having no legal effect on the ability 
of a narcotics violator to assign away his liquid assets, 
it has been effective in preventing the dissipation of 
his assets in this manner and has allowed the examining 
agent additional time for case preparation. 

However, a recent review in the Oklahoma City District 
showed that summonses have been used in that district also. 
In Kay 1973, Regional Counsel interpreted the issuance of a 
summons for this purpose as an improper application of the 
provisions of IRC Section 7602 and recommended discontinu- 
ance of the practice. 

Differences were noted also in the placement of 
responsibility for preparation of termination documents. 
In Los Angeles termination reports are prepared by revenue 
officers in the Of f er -in- Compromise Group while in San 
Francisco the reports are prepared by revenue agents in the 
Narcotics Group, 

In the Chicago District the special agent assigned to 
the team will initially be advised of the referral and 
in- turn will contact the revenue agent and revenue officer. 
The revenue agent has the responsibility of preparing all 
document's necessary for a valid assessment upon approval 
of. the team leader. The special agent has the prime 
responsibility for the coordination with other agencies 
and the control of any criminal aspects of the case. 
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In the St. Louis District any division may originate 
the recommendation for a termination assessment although 
the Intelligence Division is generally the initial contact 
point for the other law enforcement agencies. 

In the Jacksonville District the revenue agent initi- 
ates the termination action, while in the Columbia District 
the special agent has primary responsibility. 

In four districts in the Central Region the use of 
termination assessments has been restricted because of a 
recent decision by the 6th Circuit Court of Appeals requir- 
ing issuance of statutory notices of deficiency. 

Instructions in the North-Atlantic Region require 
that Regional Counsel be consulted in each case where a 
tax year termination assessment is being considered. 



Examination Procedures - Short Year Terminations 



The burden is on the Service to prove the existence of 
taxable income in termination actions. However, we found 
that generally these assessments were based on income esti- 
mated by a variety of methods which have for the most part 
proven ineffective in factually determining taxable income. 
The following assumptions were usually necessary in the 
income determinations: that income was earned during the 
period terminated; that funds on hand or used to purchase 
the drugs were from taxable sources; and that the funds 
were taxable to the individual in possession of the cash 
and/or narcotics. 

In the Los Angeles and San Francisco Districts compu- 
tations of taxable income were based primarily on informa- 
tion provided by law enforcement officers regarding the 
circumstances of the arrest for sale or possession of 
narcotics . 

In 14 of 19 recent termination assessment cases reviewed 
in Los Angeles, the net worth and expenditures method was 
used in computing taxable income. In 4 of the 14 cases a 
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cost of living estimate was not included in the income 
computation. In the other 10 cases cost of living 
estimates ranged from $400 to $1,500 per month, but 
the files were not documented with specific facts to 
support the estimates. For 11 of the 14 cases, the 
taxpayers' marital status was not determined. In one 
case, the taxpayer was allowed a deduction for depend- 
ents, but the files in the other 13 cases did not 
establish whether the taxpayers were entitled to 
deductions for dependents . 

The estimated [a:oss sales method was used to com- 
pute termination income in the remaining five cases. 
In four of the five cases the taxpayers were allowed 
deductions from gross sales for the cost of narcotics 
sold. In the other case the taxpayer was not allowed 
the deduction. Also, the case files showed that three 
of the five taxpayers were married; however, the termi- 
nation income was assessed against the taxpayer only 
and was not divided between the taxpayer and spouse in 
accordance with community property provisions. 

In 24 of 26 recent termination assessment cases 
reviewed in the San Francisco District, the net worth 
and expenditures method was used in computing taxable 
income. In these 24 cases, cost of living estimates 
ranged from $500 to $1,500 per month. In 20 of the 24 
cases, the estimates were not supported by specific 
facts or information in the case file. For all 24 
cases, the investigations included a determination of 
the taxpayer's marital status. For the cases where 
the taxpayer was married, the termination income was 
divided in accordance with community property and in- 
come provisions. Also, where it was determined that 
the taxpayers were entitled to deductions for dependents, 
those deductions were allowed. 

In the remaining two cases, termination income was 
computed by the estimated gross sales method. The 
taxpayers were married and the income was divided in 
accordance with community income provisions . The pro- 
jected gross sales wore based on specific admissions by 
the taxpayer . 
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In Chicago the net worth and expenditures method 
was used in computing income in 13 of 18 recent termina- 
tion assessments reviewed. In the 13 cases, cost of 
living estimates ranged from $50.00 per week to $40.00 
a day. Hone of the estimates v;ere supported by specific 
facts in the files. 

In the other five cases the income was computed by 
the estimated gross sales method. In one of the cases, 
estimated sales were based on hearsay evidence from an 
informant. In the other four cases, the assessments 
were based on specific Information regarding periods of 
surveillance, "controlled" purchases, and statements 
from informants. 

In 19 of the 25 recent termination assessment cases 
reviewed in the Jacksonville District the computations 
of income were based on a projection of sales over the 
terminated period. In 10 of the 19 cases the files did 
not clearly show the basis for the figures used for 
estimated weekly sales. In most instances, the tax lia- 
bility determined was closely related to the assets 
seized. In this regard, the Group Manager explained 
that in determining the amount to be assessed, the 
amount expected to be realized from proceeds of the 
seizure and sale of taxpayer's assets is taken into con- 
sideration; that making a large assessment based on 
information from informants or police estimates would 
probably leave the Service in an indefensible position 
in Court if the Service could not show that the taxpayer 
had assets to support the income estimates. 

The income in the other six cases was computed on 
either the cost of drugs or cost of habit method and the 
sup pox" t was considered adequate. 

In the St. Louis District taxable income was computed 
by the estimated gross sales method in two of three termi- 
nation assessments reviewed. The income computations were 
not supported by documented facts in the case file. The 
income computation in the third case was based on a 
specific income item. In all three cases information that 
the taxpayers were married was not used, and in two cases 
information that the taxpayers had dependents was not used 
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The computations of income in the eight cases reviewed in 
the Columbia Dis Lric t were based on a projection of estimated 
sales over the tc r:\inatcd period. However , in two of the 
eight cases, the case files cither did not clearly show the 
basis for the estimated weekly sales figures; that were used or 
the file did not clearly show that the length of time the tax- 
payer had been selling narcotics had been established. 

A recent on-line audit report showed that in six of the 
ten most recent termination cases in the Austin District, the 
files did not contain substantiation for one or more state- 
ments made by narcotics experts which were used in computing 
taxable income. In one case the file did not substantiate the 
sales volume of 50 kilos per week or the cost price of $80 per 
kilo. In another case, the file did not substantiate the 
source or basis of the cost price of seized heroin, nor did 
the case file include substantiation for estimated living ex- 
penses of $13 per day. 

Another recent review in Atlanta showed that the case 
files did not contain prescribed support for the basis used 
in estimating' receipts from sales of narcotics in 24 of the 
29 cases tested. No information was shown regarding the 
length of time taxpayer was in the narcotics business and no 
support was shown for the basis used in estimating gross 
sales except that the estimates were those of a narcotics 
expert. In five of the cases the assessments were supported 
by documented facts. 



Exami n ation Pro ced ures - Full Year Tax Retur ns 

Full year tax returns of narcotics violators previously 
terminated are subject to an audit examination whether the 
taxpayer has voluntarily filed a return or not. If the tax- 
payer has not filed a full year return, substitute for 
return procedures are followed. 

In the Los Angeles District 61 full year 1972 examinations 
(63 terminations) were reviewed. In six cases where the tax- 
payers had filed full year tax returns, the examinations were 
of adequate scope and depth. In five cases, the examinations 
resulted in significant reductions to the short period tax 
liability while the sixth case resulted in no change to the 
short period liability. 
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In the remaining 55 cases substitute for return 
procedures were used. Wo found that in-depth examination 
procedures v;erc not employed to include: (a) attempts to 
contact taxpayers or other third parties who would have 
knowledge of the taxpayers' income producing activities, 
(b) specific steps to identify changes during the year in 
the taxpayers' net worth by reviewing bank accounts, (c) 
attempts to identify assets acquired or sold, and (d) 
attempts to determine the taxpayers' style of living. The 
examinations primarily relied upon information developed 
by the termination investigation. The full year income 
computations were the same as the termination period 
income computation in 27 cases and were the same as the 
termination period income adjusted for annualization of 
the estimated cost of living rate in three cases. In the 
other 25 cases the full year income computations were more 
or less than the termination period income; however , facts 
to support the changes in income were not fully documented 
in the case file. Nineteen of the 30 examinations where 
the full year income was the same as the termination 
period income involved cases where termination period in- 
come computations were not supported by specific facts. 

In San Francisco 12 full year 1972 examinations were 
reviewed. In four cases, the taxpayers had filed 
full year returns and in the other eight, substitute for 
return procedures were used. We found that in-depth exam- 
ination procedures, to the extent practical, were used in 
all 12 cases . 

The full year examination of 24 termination assess- 
ment cases reviewed in the Chicago District resulted in 
recommendations for reductions in the termination tax in 
all 24 cases. It was recommended that assessments 
totaling $910,200 be reduced by $772,500 to $137,700. If 
the cases are settled on this basis, the taxpayers will 
be due refunds totaling approximately $136,000. 

In the St. Louis District four full year examinations 
had been closed with recommended assessments of $19,727.46. 
Termination assessments for these cases originally totalled 
$83,190.15. Therefore, full year examinations resulted in 
reductions totaling $63,462.69. 



75 



The full year examination of 29 termination assessment 
cases reviewed in the Jacksonville District resulted in 
termination assessments totaling $668,250 being reduced by 
$329,406 to $338,844. Most of this difference vias attribut- 
able to seven cases. 

In Columbia the full year examination of 12 cases 
resulted in recommendations to reduce termination tax assess- 
ments from $634,253 to $28,701. 



Conteste d C ases 

Reviews were conducted in the San Francisco, Los Angeles, 
and Jacksonville Districts to determine the Service's exper- 
ience in defending termination assessment cases in court, with 
particular emphasis on reasons for the Service having lost any 
contested cases. 

Reviews of the Regional Counsel General Litigation files 
for Los Angeles and San Francisco District cases disclosed 
that there have been six contested narcotics cases since 
June 30, 1972. Two cases were in the Los Angeles District 
and four cases were in the San Francisco District. Five of 
these cases were reviewed to determine why the taxpayers had 
initiated litigation to enjoin the Service from assessment or 
collection actions. In these cases Regions 1 Counsel identified 
potential weaknesses in the Service's position as follows: (1) 
termination income and tax computation were not fully supported 
by specific facts (3 cases) ; (2) taxpayer had not received a 
Statutory Notice of Deficiency for the termination assessment 
(1 case); and (3) collection action had been initiated before 
the taxpayer could have received the termination letter (1 
case) . 

In two cases the complaints were dismissed by the tax- 
payers based on the Service's agreement to compromise the 
liability. In the third case the taxpayer's suit was dis- 
missed on the basis that the Court lacked jurisdiction to 
enjoin the assessment and collection of Federal taxes. In 
the fourth case the judge continued the case in open status 
with proceedings suspended, pending settlement of appeals on 
similar cases involving issuances of Statutory Notices of 
Deficiency for tax year terminations. The fifth case was ~ 
closed when the fulJ. year examination shifted substantially 
all of the termination income to prior tax year. 
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Reviews of 11 contested cases in the Jacksonville District 
disclosed that the Government ' s position had been upheld in 
seven cases, the Government had lost one case in District 
Court, and throe cases were still pending in District Court. In 
the case the Government lost, Chief Counsel recommended that the 
Government appeal the decision. In this case, the Government 
was enjoined from collection of the assessment and was ordered 
to return the moneys seized. The taxpayer had alleged that the 
District Director's findings were made without sufficient in- 
vestigation to support Iris conclusions and without any true 
facts to reasonably support the issuance of the termination 
letter; that the District Director had not issued a notice of 
deficiency; and that the termination was made at the request of 
the local law enforcement officials to harass, annoy, and punish 
the taxpayer and was not done in order to protect the revenue 
and collect a tax that seemed to be in jeopardy. The taxpayer 
further alleged that unless the District Director was restrained, 
the taxpayer would be irreparably injured, inconvenienced, and 
damaged and his property would be taken from him in violation of 
due process and equal protection clauses of the Constitution of 
the United States. 

In addition, the St. Louis District forwarded seven termina- 
tion files to Regional Counsel in January 1974 requesting advisory 
opinions as to whether the cases would be upheld in Court if the 
taxpayer protested the assessments. The responses from Regional 
Counsel showed that five of the cases were weak from the stand- 
point of litigation and indicated little probability of success 
should the cases go to trial. 

In the Central Region a decision by the 6th Circuit Court 
of Appeals on February 12, 1974, (Charles R. Rambo v. United 
States, ct. al.) hold that notices of deficiency must be 
issued within 60 days after making termination assessments 
under Section 6851. However , the Service position is that such 
notices are not required until a full year return has been 
filed. Due to the Rambo decision, Regional Counsel suggested 
that termination assessments be restricted and that jeopardy 
assessments under Section 6861 be used when possible.. Regional 
Counsel also suggested that when termination assessments are 
made that property be protected by filing a notice of lien or 
notice of levy in order to freeze the funds or property rather 
than to seize and sell. 
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SUMMARY OF TERMINATION ASSESSMENTS 



Number of Termination . Total Dollars Assessed Average Dollar Amount 
Assessments of Assessment 
Fiscal Year Fiscal Year Fiscal Year 



1972 


197 3 


9 Mo s • 
1974 




1972 




197 3 






9 Mos. 
1974 


1972 


1973 


9 Mos 
1974 


Six Test Districts 






































Columbia 


6 


29 


17 


$ 


24, 


,563 


$ 


240, 


479 


$ 


75, 


385 


$ A, 


093 


$ 8 


,292 


$ 4, 


434 


Jacksonville 


9 


128 


100 




166, 


,562 


2 


,842, 


626 


1, 


356, 


985 


18, 


506 


22 


,208 


13, 


569 


Chicago 


28 


116 


91 




584, 


,526 


3 


,997 , 


378 


13, 


928 , 


487 


20, 


875 


34 


,460 


153, 


06 0 


St. Louis 


3 


24 


16 




11, 


,730 




807, 


275 




218, 


953 


3, 


910 


33 


,636 


13, 


684 


Los Angeles 


72 


273 


188 


5 


,119, 


,267 


9 


.564, 


026 


6, 


343, 


312 


71, 


100 


35 


,033 


33, 


741 


San Francisco 


37 


109 
• 


115 


2 


,251, 


,063 


1 


,053, 


864 




902 , 


913 


60, 


839 


9 


,668 


7, 


851 


Regional Totals 






































North Atlantic 


110 


179 


48 


$6 


,626, 


,955 


$9 


,498, 


634 


$ 1, 


129, 


044 


$60, 


245 


$53 


,064 


$23, 


521 


Mid-Atlantic 


44 


106 


47 


1 


,380, 


,959 


3 


,331, 


251 




755 , 


427 


31, 


385 


31 


,426 


16, 


072 


Southeast 


76 


283 


207 


1 


,424, 


,068 


4 


.750, 


542 


2, 


247 , 


444 


18, 


737 


16 


,786 


10, 


857 


Central 


43 


161 


114 


2 


,458, 


,891 


2 


,124, 


753 


1, 


561, 


355 


57, 


183 


13 


,197 


13, 


696 


Midwest 


59 


205 


174 


1 


,423. 


,068 


6 


,723 , 


714 


15, 


746, 


075 


24, 


119 


32 


,798 


90, 


494 


Southwest 


65 


308 


184 


1 


,125, 


,315 


4 


,983, 


487 


A, 


991, 


736 


17, 


312 


16 


,180 


27, 


129 


Western 


145 


538 


375 


8 


,054, 


,995 


15 


,480, 


964 


8, 


543, 


360 


55, 


551 


28 


.775 


22, 


782 



United States Total 



542 1,780 1,149 $22,494,000 $46,893,000 $34,974,441 $41,501 $26,344 $30,439 
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Exhibit 9 

Chief, Audit Division 
Chicago, Illinois 

Chie f , , Intelligence Slvisioa X : 1C2 
CUIcj^.o, Illinois 



r.oquest for Cerricea of Accounting Clar3< deleted 



Vc recently attended a public meeting of the Illinois Tax Rebellion 
Comittee in an undercover capacity. This organisation advocates non 
cociplianco uith the lw lavs, ana vs have therefore begun to nonitor 
their i.vsotings and other related activities,, b : e have found that the 
organisation is very suspicious of IF.G perscnn^l attending these 
public rreetic^s, and vo believe thai if a fenale vere to accompany 
the special agent loss attention would be dravn to liisn, thereby 
Irnnroving his cover* The Intelligence Division in Los Angeles, 
California, Ttiich successfully infiltrated this organisation in 
California, ccsTaented that they valid have been uuoble to do this 
vithout the use of female personnel.. 

Accounting Clerk deleted ha3 assisted the lntelltser.ee 

Ilvisicn in a varze^y of clerical assijyL.ienfcs in the past, and ve 
believe that che t.-ould be an excellent selection to accompany the 
special agent in the attendance of these rxiotiaes. Che iias indicated 
to us inibnaally that she >ould be available to assist in this 
assigcjoent, and vc request your approval. 



Name deleted 
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Exhibit 10 

Bxcerp E t frqa a JJ74 IRS Internal Audit Report 



Act i v }_t\vz_ oJ_ a t jo i a] Of vice U nderco ver Ope r a I i v a n t. h. e 
Trial or j Ta>"'rot o sU:r ~ '* ~ 

This situation involved actions of a nati'mv.1 Office undo^cc/or 

0pcr.it i'/G used tc secure irs formation relative to the tax \:ro- 

tisLor nev^-.eri in the- Los Anrcles area. The operative had' wor':od 
hir.-en" ir.t? 2 position of authority with the ;! V. ". .V VV.tf'^V* 

A (faawr.t (pr eparer unVnov/n) , secured by fnteriwil Aon it at the 
pWjcuvmI Office, Intelligence Division, reported nn thr actings 
of the undercover operative while in the Los Anoalcs area. Tr,«; 
document no Ms that, "Sr-rctr:)..? in the latter part Of lj/j, the 
•operative obtained information throw!*, private di rcess i en; •.-■it'", 
: [ tee Lax protester beino trie J and two of his as sec i a to:;] relative 
to the criminal litigation on [the tax protestor ). iJurir.n those 
discussions, the opera tive determined that [the t...x r.rr-Uv. cor] -..as 
rpjino to b.i so his defense- upon the issue of un 1 .wvr'ul mency. Tee 
o;erative obtained a copy ,~, ■ the brief prepared by the above three 
individuals, Tor use in a motion to dismiss one of the counts of 
[the tax ere tester's] indictment and accordingly the Intel licence 
Oi vis ion v. as able to notify the U.S. Attorney and also no additional 
re-.eureh in ord^r fcr the U.S. Attorney to properly answer this 
friction. The notion was finally filed in January ]■;/<;, whi!<: the 
Intelligence Division had this - information available to it several 
•maths before the actual filino. date." 

The docLT.-ent also noted that, "The undercover operative has supplied 
his contacts with statements relating to intent and future def.-iv.es 
of the following individuals currently cr previously under investi- 
Qflti.en by the Intel Ti pence Division [the document lists the .ihcvc 



so 



tax ;;ro;.;>-, t^"* .in. -J si/ other in'livi'.'i; • s\ 7!:.? ":ir:-vrr rv-r.itive 
nis beer: v i r. i Led Ly [t;ic tax protzs tor 1 s , :j\ cn >. ) onr. and 
I" is i 5 one .-]»:• olin-j r.', [:.:■<■: c. ttcrr.::- ,< 1 h.v r. t":x r-'O- 

tc-.i Ci:r 1 s ,::':;•,;'■'/' coders II? ::r..J ,i ; '. * r:.y; : - ; ; v of r.ax 

r;^cU ur.::«r ir.vosti. lotion by t'.m I ntr ; l 1 ■; .-.-on::..- w.visio.'.. ' 
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Wlriio the rvs>?r{. of ■lrtiv* t'ics r/ u.-';;e reaver or ;.• v.: '.r:\ is 
ific is :o tiv: f^ct L'lot "the optative c:-:.?. i nod u c.-v of 
brief pro t -ar-.'<i r.y the chevo ihrco v^ivi;^;; 1 . s . . .", ..c hevo 
beer, ur.a'ulc to locate that brief. Cur reviov. of this ^.t*w:r, 
alonn with ether natters relative to tha tax pretest:-!- r.otcj 
above, ere ccntlnuinci. 
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Exhibit ll 



April lb, W5 



I;lS:AV!<:iow 



.'issis r Mi t U.S. ,>.'->; i 

lioo:si iyi'/r, 5 U.S. >'■.;■■,■: 'sf.-u-jt: 

31 2 „o. S,:r»;i'i St ■' ■ ; . 

Los Anrek-'i , CVi I f-.; rii L-S-Jli! 



Deleted 



Name deleted 

;cque _ ,1:''.c!, ci-.ati stirs rvre co; 'ri Um! ivrletiiv: to Fai hire to Filr 
(26 USC 72 0 3) <-iui Falsi! l:uh.:oM:!H! i;t-itr.v.::i,u i SC 7 ) invesii iuiu 
co.ut'c leu !;>■ Lor> A:v;ries Liistrici: i'.R.S. Int ft l li <:■■: ">:" \> ', vis ion . "Si j j 
firjU'\:s roi'leot-d o'jIj;" veiv cr.. " >'i 1 c:i throupii Ci c n <i I v i i S c i' ti:e c->c 
iriv^'itori^s (f'oivs Lj4 ) p;h! other docy::;?nts rriii^jir.nt; i,v [ve Intel ii - Mice 
Division from iv'/l to Liia preson i:. Thr i'-ivisti^.tions , w!n>r. ray or i 
not have culrifin.: ccd in a r«cor.i.i^ncijt-:on f;,r pi rsoaitier; . iel-02 to 1.1. c 
VJ'/O tiirounii V.-J/3 tax years. l?sa rV ! Icing is u suiuury of the ar.slv^ls: 

Total Faihu\> to F\'lc Iiwcsti oa tiers (7203) K'J 

Thx Prot^ -ors '^'"sli-t-: tor S ;;i ! to riU {7:\C^ *V) 

?auv-:\\U[:i of Failu*v to rilo T.r.vusti (m; Ions (7"'J?) 

Invu"! vii.q Tax i ; :v testers 30U 

Total Falsi: Witiv.clovic; $c:te; :-:;n', Inves u Mons (720o) 24 

Tax Pro tasters Investi gated for False Wilhhuiuinq 



Ine work papers re floe ting the do tails of the above siri^ry are atti.dic.ii. 

• Sincere!;', 



St ataman fc; (720b) 



24 




of F?l?r j '.,*■; tii hole'inn Sv a taints Invest! nations 



GrtfujF*-!a;iarer t v. roup 'its 
Intel 1 i Di vis ion 




At tachirrjnts 
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YEAH TAX "Hi V01 AT 1 



1972-73 1.971 $ 70.99 

1972 i,3-':4.05 

1971-72 (One count 1971 19:5.39 

U-4) 1972 891.59 

1971 (One count 1971 $ 990.23 



PJ-COIv-^kDATICWS AGVPISV SKLI'-PROCIAIMED 

tax p;:or?:3iv::<3 Pursuant to i:'ti^l 

UK\W !!■■: CCD]' OF 19 54, §7203'* 



CAf"S 





TAX DUE 


GROSS V'CO: 


1 0*7 f\ 

iy / u 


y J /- .j . / /- 


V uj .O i.'J 


1971 


577,92 


9,lo0.09 


1972 


187.19 


9,765.21 


1970 


523.73 


8,42 7.53 


19/ i. 


577.92 


•\ 130.09 


i O70 

J.v //. 


J.o / » ZU 


V , / 0 J . .'. 1 


1972' 


633.93 


7,062. ( 32 


1972 


365,6 4 


4 s 676. 30 


1973 


3,098.87 


15,961.02 


1972 


960.? 6 


9/- 76. 00 


1973 


1,44a. 60 


9.G01.00 


1971 


990.23 


7,642.6! 


1971 


70.99 


12.596.31 


1972 


1,3 V;. 05 


12,2*1.34 


1971 


193.39 


6,415.80 


1972 


891.39 


6,730.73 


1970 


6,725.39 


47,328.66 


1971 


3,912.37 


75, 836. U 


1970 


2,606,50 


67,092.40 


1971 


75.00 


16,3/3.17 


1970 


1,987,54 


74,997.04 


1971 


1,748.45 


$27,153.17 
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19/3. 0 G;-.y:> $}'-'.. 

1972 <J ■'>:/. Ml . 13 '. 3.'/-"; , 73 



hot KtK;'.:;] (a deu.jta to at;t ; ot 

THE OKG/^nZ^l) TAX rKOTESTlOl A- 'V?-:A:AT OTki- 

suaiit to u:tj;.!^v, ::-:v}-::i!i: c<v:r. (.•« 

f/203 " " " """" ' 



YFAg 






1970 


$ 698.49 


$21,564.09 


1970 
19 VI 


18,Al?.A'i c : 
2,869.6:) 


45, V30.00 
17,026.37 


1970 


2,097.74 


23,141.52 


1970 


413.40 


17 ; 299.o? 


1970 
1971 
19/2 


Net Co"--t : 


34.237.CO 
31 \ 9 SO , 0.i 
33 s 129.13 


1970 


Hot: Confuted 


2C.P22.5S 


1970 
1971 
1972 


964.63 
2,362.94 
1,473.67 


12,028.15 
19,266.74 
15,124.68 


1970 
1971 


1,173.00 
242.00 


7,441.00 
3,303.00 


1970 
1971 


2,525.91 


19.556.86 
13,932.02 


1971 


3,907.18 


18,573.43 


1970 
1971 


10,617.96 
9,237.04 


34,698.89 
34,946.52 


1970 
1971 


1,640,60 


12,2 57.36 
9,349.50 


1970 
1971 


119.00 
707.82 


4 .050.00 
7,769.75 


1971 
1972 


1.013.8b 
617.34 


6,897.06 
$ 5,141.64 
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casks i;vj-;-:n:-:!-:n to thc n;'iv::T:;:-;rr of .u:. c :t.!.ck v.y tf.f. off;c:k 
of kkgi;-:;-l Co-].:::;;!.,, i:,vK:>\\\o 3F7i of:' offv .:(::■:. los afgf!,f3, 
califunfta, v;;ir;:.-:'i:; lo^coFF^T^vao:;:; ft* ffosfgoticf' ^'fff 
M'iDi: imik:;.:a:;t to <::tk:;-:.\l ^\vv.::v:-: ok;; ofjjT'F;.. §§72oj 

Ai*D 7203, FOX TilF" j'iCAi^r'il'/o'' ''L)l>sU\:0\ j.y/0. 



m-;co , :"'':;D.ViT.o:':: fffffaft to T'.nTj'TAL 
p.fv! • ; •: coof . 5/203." (all 

a Jo i . ;■: " ' 'j ^ v u j."v a ' i 'a . fkOT :,f / 1" : us ) 



SEAR 




TAX IITTTAn; 


1972 
1972 


(Q.V.- count W-q) 


1971 
1971 


$ 313.00 
3,123.43 


1972 




1971 


1,308.83 


1972 




1971 


i,989.56 


1972 




3.971 


2,671.01 


1972 




1971 


1,703.00 


1972 




1971 


1,706.00 


lb //- 




1971 


1,972.00 


1972 




1971 


321.83 


1972- 


-73 


1971 
1972 


1,678.00 
Ho record 


1972- 


^73 


197' 
1972 


577.92 
137.19 


1972- 


-73 


1971 
1972 


577.92 
187.19 


1972. 


-73 


1971 
1972 


394.31 
633.93 


1973 




1972 


365. 64 


1972 


-73 


19 n 

1972 
1973 


( 7a. 3: 

960.2i) 



86 



Exhibit 12 

IGRU DA TA 



Number of Entities Intelligence Division 

(Names) Investigations Initiated 

District 1-15-75 7-1-73 thru 12-31-74 



Augusta 


955 


1 


Portsmouth 


961 


1 


Burlington 


574 


5 


Boston 


1421 


4 


Providence 


3511 




Hnrtf o?:d 


298 


2 


Brooklyn 


8561 


20 


Manhattan 


8918 


27 


Albany 


1684 




Buffalo 


278 


45 


Newark 


6720 


] 2 


Phil:'d"1 ;hia 


6218 


6 


Pit rn burgh 


3773 


5 


Cincinnati 


14996 


7 


Cleveland 


29431 




Indiaunfo'lis 


4403 


6 


Chicago 


89417 


4 


Sp r in ; ; £ I 1 (i 


5907 




Dot :.0 !.C 


33489 


28 


Mllvau.:.' 


6626 




Vest :Joinr. :i 


2680 


3 




4539 






225 






872 




Ric)r-o.:,j 


460 




Parkn Viair;, 


1404 




Greensboro 


1072 


1 


Coluah la 


26 




Atlanta 


2R67 


8 


Jack&nnvi ] In 


17224 


51 


Louisville 


4788 




Nashville 


552 


5 


Birmingham 


3414 


2 


Little Rock 


1420 


1 


New Orleans 


1298 




Oklahoma City 


6654 


1 


Austin 


8868 


3 


Dallas 


4407 


3 


Denver 


33921 




Albuquerque 


3768 


5 


Phoenix 


8944 


9 


Reno 


18118 


7 


Portland 


15062 


28 


San Francisco 


8997 


5 


Los Angeles 


85387 


45 


TOTAL 


465108 


350 
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Exhibit 13 



ay 

August 2U, 

District Directors 
Midwest Region 

ATTENTION: Chief, Intelligence Division 

ARC- Intel licence 
Midwest Region 



Slibjucl. Operation Mercury 

Transmitted herewith for your information and utilization arc detailed 
listings with respect to the captioned subject. I also am forwarding 
to you a copy of a letter dated August 11, 1971, received from Acting 
Director, Intelligence, regarding the listings. 



Name deleted 



SEC E!VED 



, N V L ?■( r '...VISION 
H,S • Si. LOolb. MO- 
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to: Regional Commissioner, Midwest Region $\, 
Attn: AHC-Intelligence *" *• 



from: Intelligence Division 

Washington, D. C. CP:I:P 



Subject: Operation Mercury 



As you Mill recall, the National Office requested each region to 
make arrangements for transcribing six rolls of microfilm which con- 
tained information relative to the transmission of money orders, in 
excess of $1000, during the year 1°66. This phase of the operation 
was completed and punch cards were prepared from the transcription 
sheets. 

The enclosed listings were processed. The information i3 arranged 
by state, and payee names are in alpha order by city. The data 
olemcnts are: payee, to city, state, sender or purchaser, from city, 
state, amount, date, and reel number. 

The source of this information is confidential. Tho documents 
were~mado~avall?^T.e*^ 

"them'for "inventi'gative' purposes Western Union v;ould bo served with a 
"summons, i n "usual ~f arm] describing tho _ documents,. needed . ..This_pro_- 
cedure must bn fo llo wed and _is_ref orenced_ in Handbook. Soction _2J3.>9> 
Wo are mailing the microfilm for tho year 1°66 to tho Chief at St. Paul, 
Minnesota. 

Wo realize that tho statute for the year I966 will soon expiro and 
that the tax year is closed for civil purposes. Therefore, the Chief 3 
should mako ovcry effort to utilize thi3 information in such a fashion 
as to achieve maximum benefits. We suggest that thi3 information be 
matched against opon caoo files, and those names showing substantial 
activity should be matched" against background filo3. 

The strike force representatives should bo aborted to _tho_fact 
that this_information.io.availablp_ii^^ 



Deleted 

Acting Diroctor 



Attachments 
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Exhibit 14 

Bovcmber 5, 1970 

All District Directors 900 
Southeast Region 

ABC (Intelligence) I 
Southeast Regional Office 



Operation Bird Dog 



Attached is a copy of a memorandum to the Director, Intelligence 
Division, dated this date, which is self -explanatory. 

The list of expensive automobiles from your state observed in 
Atlanta during the recent prize fight is also attached for your 
use as leads to possible income tax violations. 



Deleted 

Acting 

Attachments 

DD -Atlanta 

DD-Birmingham 

£§*&itnabia 

DD-Creensboro 

DD-Jackson 

DD-sJacxsonv ille 

DD-ttashville 
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Hovember 5, 1970 

Director, Jatelligence Division CP:I 
Sational Office 

ARC (Iatelligence) I 
Southeast Regional Office 

Operation Bird Dog 



The Roaring 20* a returned to Atlanta, Georgia, on October 24-28, 
1970. People came in sleek limousines, customized automobiles, 
mink and flamboyant dress for the Muhammad All-Jerry Quary fight 
on Monday night, October 26. The styles of the 20's prevailed 
with males challenging the females for the extreme in dress and 
the brilliance of colors, wearing wide brimmed bats, double- 
breasted jackets, two-piece suits with w*ats to the knees and 
some with full length mink coats. 

After observing expensive custom built automobiles at the Regency 
Byatt Bouse, Atlanta's swankiest hotel, arrangements were made 
for the Atlanta District to conduct soae old-fashioned bird 
dogging; that is, the taking of license numbers of the ruost expen- 
sive looking automobiles. The agents reported that the wearing 
apparel and the automobiles were fen£*st£c villi many of the 
automobiles in the $20,000 to $25,000 cost range. 

Attached are li&ts by states (other than Southeast Region) of 
the oore expensive automobiles, with their respective license 
nambers, that were in Atlanta for this occasion. The list was 
compiled fsom automobiles observed at the better hotels and 
siotels where fight fans were lodging and in and around the 
Municipal Auditorium, the site of the fight. 

Also attached are seven copies each of three newspaper articles 
relative to a robbery of after-fight party goers. Writ ten invita- 
tions were sent out to a large number of persons for the after- 
fight party at the home of deleted * local 
racketeer who has been engaged in the numbers racket. It id 
reported that guests were robbed of from $100,000 to $200,000 
in currency, jewelry and clothing. It should be noted v however, 
that only the following six of the victims were willing to give 
their naaes and file complaints with the Atlanta Police Department". 
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Director, Intelligence Division CP:I 

Name deleted 
pfew York City, H.Y. 

Name deleted 
flew York City, N.Y. 

Name deleted 
" New York City Detective 
He said he lost $485 in cash, a $1?5 watch, a 
$5,600 solitary diamond ring and his police 
badge, number 359. 

Name deleted 
"Atlanta, Georgia 

They lost about $1,000 in cash and Jewelry. 

Name deleted 
Cleveland, Ohio 

Be said he lost $3,250 in cash and jewelry. 

Name deleted 
Atlanta, Georgia 
He was stripped of $348. 

The police reported that several of the cation's top racketeers 
were among the victims of the holdup and that it was felt that 
these racketeer • would be out searching for the robbers also. 

This information is being furnished you for possible distribution 
to the other regions, or whatever disposition you deem appropriate. 



Name deleted 

Acting 

Attachments 



JEM/cj 
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to: Regional Connicsioner, Midv:ost Region \1 UO^ 

Attention: ARC -Intelligence 

from: Director, Intelligence Division 
Washington, D. C. CP:I:0 



subject: Birddogging Operation 

Involving: Muhammad Ali-Jerry Quarry Fight 



Attache! is a copy of a memorandum dated llovenbcr $, 1970, iron 
Deleted Acting, ARC -I, Southeast Region, together with the 

nevjspaper clippings and lists of automobile licence numbt-i-c referred 
to therein. 

This information is forwarded for such action you deem appro- 
priate . 

Please advise us what disposition v:as made of this referral cr 
resuiis obtained iron any invealiga'uiuu. 

'J & ( 

x R, K. Lund 



Attachments 




RECEIVED 

' NOV 23 1S70 

■'.INTELLIGENCE DIVISION 
- ST. LOUIS, MO. . 

■*■ . ; ■ 
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FO«M 1937-* (4-S9» (C*HaON ATTACHED VERSION OF FORM »37) 



November 8, 1971 

Regional Coiirnicoioncr, llidwcct Region 
Attention: ARC -Intelligence 

Chief, Intelligence Division 
St. Louis District 



Operation Bird Dog 

Involving: !1UHAHMAD ALI - JERRY CUAEKY Fight 
FINAL REPORT 



Reference io radc to your memorandum dated November 17, 1970 *dth 
attpchr.cnt of rnv.vsrande.n dated iiovtc-ber 5, 1970 of the Director, 
Intelligence Division, to v.'hlch vas attached a sheet lioting fivo 
lliocouri license numbers noted on ojfpenoivo automobiles at the 
ALI -QUARRY fight in Atlanta, Georgia on October 26, 1970. 

Inquiry regarding the identity of the individuals that were cited 
in i.-y Status Report of F?rch 5, 19/1 resulted in the reqvd rillon 
of their i960 and 1969 incor.e tax returns. The investigation re- 
vealed that, the parties reverted sufficient income to v^r-^nt 
their trfpri to AU-<*tn, end alcj indicated that thejr occr- -^iona 
vcrc Push that their trip;; worn r.ovo likely to bs of a busincao 
rather than of a personal nature. 

The returns of these individuals, with the exception of 

Deleted have been returned to the 'Lid-cst Service 

Center. It io believed that the resent returns of Lr, Deleted 
a professional wrcr.tlcr, irarrant f orcharding to the Audit Division 
for possible examination in that tiieir inspection indicated inad- 
oq\cco taxable income. 



Name deleted 



Distribution: 

Orig. & 1 cc: ARC-I, ilidccst negion 
1 cc: St. Louis Fil.es 



60-877 O - 76 - 7 
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Exhibit 15 

FCfM 19J7-A 14.59) (CARBON AT T AC WED VERSION OT FCMM 1937) 



Octobar 1, 1971 DIR:STL:I-3 - TV>:em 



Springfield Police Department 
Spring f iold . Missouri 6$tiQU 



Springfield, t'.isccuri CWOh 



In connection v.-ith an official invcr. Ligation, it ia rcqirostci 
that you check your record;; to dctwii'ino if tho r.bovc;-naifl«d 
individual has had r.ny r.rreste by your department. 

A 3elf^darv'33cd envelops requiring no po!<tj?;;o ia enclosed 
for your convenience. 

Thank ycu for your cooperation. 



Name deleted 
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Police HeodquOMrrs 
32! Eos? Ches)nu» Expressway 
Sprmgf.eld, MisiOufi 65802 

Phone 862-3551 

October 11, 1-71 



o F ecial Anenl Deleted 

Int elll: f.sr.c e v; - i r.n 

Internal Kevcnue Service 

P. C. !;ox 15'i'-6, Central Station 

01 . Louis , ! . nr. our. 63 i r l 



Dear Sir: 



In rep]y to vcur letter recu esti r.£ ir.f ernat~.cn cr. one 

please ha acb.r sen ihat. in checking our *\\cs r-.nl *r.c Silo:; 
Cf the Greene Count;- Sheriff's CJf:";"cc, '.•■'e ..-ere unable tn '"in.; a 
crirr.nal i'i?.e cn thes subject. 

■ ;e hope thJii ir.for -at: cn v;i.ll be cf cj ji" i* ancc to \vu. 



Name deleted 



^5 tfPefcATro^ 7>:j(c^ic£ 



-c. cot : 



Name deleted 
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Exhibit 16 

Examples of Bi-Weekly Reports of Special Service Staff 

jV:<j'-- V ;r 1, X'/ 'J 

/.aaalstant Cc:.:.dt;oio:;jr (Co..!;G.ianco) 



iv.«j1 u. uri^nt. 



Ci:.'oc!dy IVu'ort - i.'ov^ivr 15-^3, lv6? 



I. Ci'^.;i!iJ n iticna and Indiv.idnrils 



Three Organizations 
Deleted 

Kovl.;/ i.V: 3 nado of files cn troaj oroniiiVillGna in <;.ccoi\i- 
;;ixo with r-.-octflmra fcit.v.liuj-J the nic-u-t Ci^uus.-tien 
Branch, TccIjiIc??., - (0-?, I.'ov. 13, 1969)/ Under lido rro- 
co.inre, tJ:o ccaauttse is gly^n cm o:;-ort\:n.Uy to see all oj.-cn 
Technical c-.oo I'ilca p : jrlainJ:ij to activist or^niua liens, 
T!:la ron.-J.ts rntually advantageous initial infer: \.ti<;u 
c?:c!ir„r£03 wherever exenyt or^ani z:\tion ccticna aro pttVAins 
on any entity vherc cc::rdttoo filo data has boon accixrolalcd. 



Three Organizations 
Deleted 



Through liaison established with United States Air Forco 
Intelligence the cctaattce lu3 received infezvatio-M that thesa 
cr^anir.aticns aro soliciting funds to help draft uxilca in 
Carud* and Sweden, Funds aro b-^lr«; requested to £ivo finir.eipl 
as-istanco to draft ow.dcro already In the 3 o countri?3 and by' 
UQletins boinj distributed in cn-ntity cn colle^o eavirusos in 
the United 3 t-.it c3, studonto aro boln^ encouraged to locusa 
dzuft evadors. 
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(Co.-H',:^) 

A black militant organization and leader deleted 



Tol-r^-.cn- ilic elusions 'i/oro hold '..itii oi\i\w\i. , v 1 .B oil 
S.\n Fiv.r.olsco i).Liitrict i^lutivG to JniliitSns .■-.ct-ic-vj r:i 
i'.Tvl ' .pa cutl-Vn.-d in A/O Ccf.siittc-3 ricovr: ■ 

1 ticna or .1- 6?. v . . 

Names of a husband and wife deleted 

Co-. ..Leo of ccr.sitivo cz.zo rs; orbo I.:lv-j boon roco.lv>! 
.liiiicatina Audit ^vi Collection diviz-ienz act.icr.3 aro vjrtor- 
u».y to yi'fccb -vn onlorly dicjxoilicn of Uvj culr, tending 
deficiency - 4 -n fodci^l t;ucc3 c./ei Ly tW [deleted by SSCI] 
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(Co:.'.; , »15xti-.'jj) 

Three Organizations deleted 

rVoliuiimy rov.lv; f te.a been m'i: of cv: .v.iltca fb-ta 
.••.ccir:;0.ab:;d to <hto# On tlu L,iu-fac3 it cvr-rarj c.;ch 

r.iU3.tic:nl infer.-- ticn will bo ivicoor.v.iy before rsucsrf.isii 
tiono C-n bo rvid.? t .. ' 



99 



III. CuKr.ActV : njj 

In r«?*?.::cK3o to your rv'-.-orMo to ii^ciM^.to 
. UiJ panr- J.bility of a. cou;:utor i-rc^r...rj to e?.».-turo 
i-irti-^-\tic:i rn thcs-j iirJivi'-h^lo and ci\",*ni:.?.t.i-.:i3 
tb",t rro of :.!?torcr,t to Cc:';0.;^.^co > v.Vjlto i:;ro nr'.o 
to off Icon of fcho D» 3, !b:o;v:t 5orv.lt: .1 rrl Dcro.rt- 
r.:nt of J>nWco« F-.ch cf tb?:;o i^ncbvo l;r.a n. 
cc-.^utcr i-rc.^tr.n and a ravtcr t~.i;o Xilo thit io co:a- 
ic.ti.blo :/ith iho cc-^utoro of .Tntorrol Eovc-nuo. 
Action, io proacntly boiivs trJcon to k'.vo a prc^rau 
wittcn for visa by CcwpliMica und to lccuto tho 
rooter Ur-j file J of tho tf 0 8 a Cocrct Sar/ico ciri 
Dcfc«.rlv.a;t of Jwstico that 1/.UJL r.cr/o to ostablioh 
a tonic f.ilo for Intomal novciaio Caivioo* 



District office jnfcxr.'.\tioa io jx"./ toir.3 recoivod 
ca tho list of 22 or^rjl^M.cno outllnii in your 
r.iroituicbM of lQ/&/6j to r.U Krj.lcr.il Cc:--:>iu;jio:ior3» 
Data bciiig racoivod 5.<j .In cc.^\vh:;>oivo dctj.il in 
nruly cvoi-y inctxTico (-.'Hlticr?! evc'Jiiir.e.fcieii riscioa 
*ro boins ijulaittcd no boir~ rslcvunt to thin 
cwrnlttoo'o ofcraticia. 7olcj->.cr.o cliocusaiona with " 
Diotrlct officials r-?f;iv"uCo tho Hot of oi^Anisntic-Ra 
ar/1 to theso caoco alroztSy initiated by tho con-dttco 
reveal that fiold offices era very pic:., nod thi.n 
caa'dtuCo io in exiotenco. 

Thoro arps?T9 to bo hi£h rccItAii that iho durtor 
of thlu co'T'-ittco ulll lead to cnforc-r.vcnt cobloaa 
no?. lei to holp control en i»\v.:ldicii3 threat to tbo 
internal security of this country. Obviously v;o will 
rccoivo excellent fiold cooperation *md acaiotanoo 
novf that our r&ooioa io understood. 



Tuva. If7Wricht" 



bn./ri^lit :cm 12-1-49 
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Fovcmbei: ?, LV/0 
Assistant Commissioner (Compliance) 

Paul ir. Wight ■ ■■• 



IJi-Vcckly Kcport (Oct. 19-30, 1970) ; 

I . Organiza tions and Indivi duals 

Black Militant Organization deleted 

During thin reporting period a member of the 
Special Service Croup visited the office of the Chief 
Investigator of the Houses Internal Security Committee 
to inspect deleted records. The committee had 

subpocned various bank records in the San Francisco 
area. Arrangements have been nr.de to reproduce cer- 
tain parts of the records and ve vill forvard them 
to the San Francisco District for assistance to the 
.revenue agent and special a ; ;nnt assigned to the 
and cases . 



TVro Organizations deleted 



V.g. have obtained additional information on 
both these organizations since ve initiated field 
examinations. 

The revenue agent (Washington Field Office) 
handling the examinations vas contacted and he has 
revievrcd, at our suggestion, the voluminous informa- 
tion now in our files. He states our additional 
file data Trill materially assist him In both these 
examinations, . 
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Organization deleted 

File review is co^tinv .*:;_• cn '. '. * :• Ct.r.e. 
I lio.Lccopi.es of various cop? ~c. of trw. rc'o'r:^. filed 
by r.cwbcrs have been received ard r:.a .. 
reviewed at this lh:.2 to CcU-\;:U\z if field re. Lions 

be warranted.. I hotocepJ es of eyi ft :.:\:: returns 
filed by ccitain syL.pathl i sis are also being 
reviewed. *■'-■•; • "• ■ ■" : •' •" 



Two Individuals deleted 

Telephone contacts vee.o r.sde with the Los 
Angles end* Detroit Districts to assist in closing 
th-so ca:c3 previously initio ted by the fpecial Scwic 
Croup. ; V" ; ; !, " ' 

Leftist Individual deleted 

A thorough file review vac corplctcd but ire 
i.ore fi'r.ble to determine; cny lad: o f ea rpiece with 
Internal revenue laws in this'eiice." 



II. Ot her Or.ynlr.-A tfons rnd Individuals 

Five Individual care files (besides 
' 'were closed as hiving no revenue potential 

IIli Otber : Actio ns 

Two IndiviciuHls cuid One 0r§3iiiz3tion deleted 



'ibc Detroit District has ;i:b;j ttcd a re: :ozv:Hch:ni 
report stating they have reviewed the iTffoiv.al.ion sub- 
mitted to tho..i in cur proposal for possible Audit 
action, but have concluded that enforce:;: nt action will 
'not result in additional to>: liebility of 'ta-iterial 
compliance consequence." This is one of tb.e very few 
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declinations have received on Special Service Group 
cases . 

Uc are nut question' rg the District dccvir.Jon or its 
right to j.n!:c the decision, Ci3 our refer; a 1 letters 
(::gq cop/ attached) leave broad option. However, the 
inCcrrvition available indicates the individuals in- 
volved may be under- reporting their incore and they 
are notorious campus, and anti-draft activists having, 
arrest records under anti-riot lavs. They are the 
principal officers in the « deleted 
on offshoot of the Students for Democratic Society, 
and have been identified as rccr.bcrs of certain Ccr/a.unist 
front organizations. 

This matter is cited in this report only for the 
purpose of suggesting that v:hile revenue potential nught 
not be large in scir.e casc.3, there are instances vherc 
enforcement against flagrant la-;:' violators trould have 
soi.:e salutary effect in this over-all battle against 
persons bent on destruction of thi3 goverar.ent . 



Paul II. fright 

Attachment (our standard leLter Lo Audit or Collection) 
PHWright :crn 11-2-70 
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Exhibit 17 

FEDERAL AGENCY REQUESTS FOR TAX INFORMATION 
CY 74 

Incc.rae Tax Information Requested by Federal Agencies 
Which was Authorized Under 26 CFR 301.610 3 (a) -1 

NO. Of NO. Of No. Of 

Federal Agency, Requests Taxpayers Returns 

Department of Agriculture 4 14 48 

Bureau of Alcohol, Tobacco 1 2 ' 2 

and Firearms 

Department of Commerce 2 7 13 

Comptroller of the 1 2 2 

Currency ■ 

U. S. Customs Service 1 . 3 12 

Federal Deposit Insurance 2 14 16 

Corporation • 

Federal Home Loan Bank Board 5 50 178 

Comptroller General (GAO) - ~ 3" ;v : ly406 - l-,406 * 

Interstate Commerce . ". ", 2 ."' 9. . . '45... 

Commission ■-- :y •■>■■■ - 

Department of Justice ,384 3,228 10,446 

(other than U.S. Attorneys) 

United States Attorneys 1,594 4,448 • 18,062 

Department of Labor .1 2 6 

Securities and Exchange 19 95 389 
Commission 

Renegotiation Board . 1 11 21 

TOTALS 2,020 9,291 30,646 

* Returns of 710 taxpayers were not furnished but selected 
information was extracted from the returns by IRS and 
furnished to GAO, 



